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TRADE AGREEMENT WITH TEE PRC 

Issue : 

The U.S. and the PRC have publicly expressed 
their intention to negotiate a Trade Agreement which 
will include nondiscriminatory tariff treatment (MFN) 
and other provisions to promote trade. Draft texts 
have been exchanged and negotiations are now taking 
place. 

U.S. Position : ■ 

We want to conclude the Trade Agreement both 
because it is essential to maintain the momentum in 
our political and economic relations and because 
the Agreement (and the related Jackson-Vanik waiver; 
are necessary predicates for further substantial 
expansion of our bilateral trade. PRC agreement 
on provisions regarc?i; f .g" business facilitation and 
industrial cooperat:U;ri will constitute the major 
PRC concessions in return for lowered U.S. tariffs. 
Your discussion of these provisions would underscore 
the importance we place on them. Although we have 
some flexibility in these areas under Section 405 
of the Trade Act, they are of great interest to U.S. 
exporters; significant movement by the Chinese may 
be required to reach a balanced and domestically 
acceptable Agreement. 

PRC Position : 

The PRC also wishes to maintain the momentum 
of our new relationship. It considers attainment 
of MFN as critical for expanding its trade with us 
and as a signal of our intention to complete the 
process of normalization in the economic sphere. 
The Chinese have said they would like to reach 
agreement on a trade agreement during your visit and 
have suggested that it might be possible to do so if 
both sides are willing to be flexible. Our discussions 
so far indicate that the PRC has difficulty — 
probably not insurmountable — with many of our draft's 
provisions, including those on business facilitation. 
They critize our draft as being too detailed and 
specific and suggest that it contain broad principles 
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of agreement. The PRC is also reluctant, to accept 
our view that their MFN tariff treatment is not 
satisfactory reciprocity for U.S. MFN tariff 
treatment. 



TALKING POINTS (These will be expanded and- updated 

based on the status of negotiations 
at the time of your visit) 



— The U.S. attaches great importance to 
moving forward with a trade agreement which will 
further develop trading relations between the U.S. 
and China. The Agreement will provide substantial 
economic benefits to both our countries and is an 
important part of the progress we are making toward 
the full normalization of our relations. 

— I am pleased with the progress which has 
already been made and would be delighted to initial 
an ad referendum agreement before I leave if our 
negotiators are able to reach agreement. 

— We view the trade agreement as one of 
several necessary elements in the overall improve- 
ment in our commercial relations. The claims and 
assets agreement initialed during Secretary Blumenthal 1 
visit must be finally concluded as part of this 
process. We also expect that satisfactory agreement 
will be reached in the textile negotiations before 

the signing of a trade agreement. 



GOVERNMENT TRADE OFFICES 



ISSUE 



Conditions and facilitation for the establishment 
and operation of Government Trade Offices. 

U.S. OBJECTIVES 

1. Within the context of the Trade Agreement, secure 
Chinese agreement in principle to the establish- 
ment and operation of government trade offices in 
premises separate from the Embassy. 

2. During the Secretary's visit, obtain Chinese 
commitment to: 

a. reserve space for our office in the new trade 
center building scheduled to open in Beijing 
in 1982. 

b. allocate now interim quarters from which our 
office could operate until the trade center 
opens . 

CHINESE POSITION 

1. Although the Chinese have rejected the need for a 
separate agreement on trade offices, they may agree 
to general principles being included in the trade 
agreement. 

2. Our Embassy in Beijing believes that the Chinese 
Government will be willing to commit itself during 
the Secretary's visit to reserving space for the U.S. 
Trade Office in the new trade center in Beijing which 
will open in 1982. 

3. They are likely to resist our request for interim 
space for the U.S. Trade Office, citing the acute 
space shortage. 

TALKING POINTS 

1. We do not consider that we are asking for a con- 
cession on this point, since a trade office is a 
necessity to support the development of U.S. -China 
trade that both of us desire. 
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2. The U.S. Government is interested in space in 
the planned trade center and expects to be offered 
a prominent place in the new building; however, the 
completion of the world trade center is three years 
away. ^ We have an immediate need for space in the 
interim so that U.S. business visitors may be pro- 
vided with services and support necessary for the 
conduct of business. 

3* To provide these services and support, the U;S. 
needs space in the neighborhood of hotels used by 
visiting businessmen. The U.S. Government is willing 
to renovate the space at its own expense. We would 
prefer an area of approximately 350 square meters 
to provide optimum support for business activities; 
however, we would consider any reasonable proposal. 

4. I am here to emphasize the positive aspects of 
commercial relations between the U.S. and China. We 
are not attempting to 'create unnecessary difficulties, 
but in the absence of an agreement on space for a 
U.S. Trade Office in Beijing, we would have to 
question the possibility of approving facilities 
for China in New York City. 

BACKGROUND 

With the growing level of U.S. -China trade, it is 
becoming increasingly important for us to open a 
trade office in Beijing to service the needs of the 
U.S. business visitors. (There is presently not 
enough space on the U.S. Embassy premises to set up 
the kind of commercial facility that is needed.) We 
would like to have in Beijing an office similar to 
the U.S. Commercial Office in Moscow, which offers 
telephone, telex and photocopying facilities, a 
seminar/exhibit area, a commercial library and other 
logistical support that is to unavailable travelling 
U.S. businessmen. As in the case of Moscow, Beijing 
is short of just those kinds of facilities needed to 
facilitate ordinary business activities. 

In recent discussions, the Chinese have adamantly re- 
fused to agree to grant us any space for a trade 
office prior to the opening of the World Trade Center, 
which is to be constructed by a U.S. consortium. 
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But the Trade Center is not likely to be completed' 
for several years, and the services provided by a 
trade office are needed now. 

Our first priority would be appropriate office 
space in the neighborhood of the major hotels 
where businessmen reside while in Beijing. If that 
is not possible, we would settle for several rooms 
in the Beijing Hotel which could be converted into 
a trade office. In either case we would, if 
necessary, renovate and refurbish the space at our 
own expense. 

If a negative response to our request is based on a 
Chinese claim of lack of suitable office or hotel 
space, there is one other alternative; as a last 
resort, we could accept the use of an unimproved lot 
or empty space suitably located on which we could 
erect a temporary building housing a trade office. 

The Department of Agriculture has indicated its 
desire to open an Agricultural Trade Office in 
Beijing. The provision in the draft Trade Agree- 
ment we gave the Chinese was drafted in a way to 
accommodate Agriculture's needs. 

The Chinese are not interested in establishing a 
separate commercial office in Washington. They have 
expressed an interest in establishing offices for 
China's trade companies in the U.S. and, on several 
occasions, Chinese representatives in the U.S. have 
expressed a desire to open commercial offices in 
New York. 
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U.S. COUNTERDRAFT OF TRADE EXHIBITIONS AGREEMENT 

AGREEMENT BETWEEN THE UNITED STATES OF AMERICA AND THE 
PEOPLE'S REPUBLIC OF CHINA ON TRADE EXHIBITIONS 

THE GOVERNMENT OF THE UNITED STATES OF AMERICA AND THE 
GOVERNMENT OF THE PEOPLE'S REPUBLIC OF CHINA; 

HAVING AGREED THAT COMMERCIAL AND ECONOMIC TIES ARE AN 
IMPORTANT ELEMENT IN THE GENERAL STRENGTHENING OF 
RELATIONS BETWEEN THE TWO COUNTRIES; 

NOTING THE FRIENDLY TALKS HELD BY JUANITA KREPS. 
SECRETARY OF COMMERCE OF THE UNITED STATES OF AMERICA, 
AND LI QIANG, MINISTER OF FOREIGN TRADE OF THE PEOPLE S 
REPUBLIC OF CHINA, ON MAY 7, 1979, CONCERNING THE 
STAGING OF TRADE EXHIBITIONS; 

RELIEVING THAT SUCH EXHIBITIONS WILL SUBSTANTIALLY 
CONTRIBUTE TO THE DEVELOPMENT OF BILATERAL COMMERCIAL 
TIES; 

HAVE AGREED AS FOLLOWS: 

ARTICLE I 

THF PARTIES WILL PERMIT THE STAGING OF TRADE EXHIBITIONS 
IN EACH OTHER'S COUNTRY. THE USA SHALL BE PERMITTED TO 
HOLD S EXHIBITION IN BEIJING IN "gO AND EXHIBITION IN 
RETJING AND OTHER CITIES IN CHINA IN SUBSEQUENT YEARS. 
THE PEOPLE'S REPUBLIC OF CHINA SHALL BE PERMITTED TO 

Sold -the economic and trade exhibition of the people's 
pfpublic of china" from may to october, 1980, in the 

CITIES OF NEW YORK, CHICAGO, AND SAN FRANCISCO, ANO 
SHALL BE PERMITTED TO HOLD EXHIBITIONS IN THESE AND 
nTHFR CITIES OF THE U.S. IN SUBSEQUENT YEARS. THE 
cSlHESE SIDE DESIGNATES CHINA COUNCIL FOR THE PROMOTION 
OF INTERNATIONAL TRADE TO BE RESPONSIBLE FQR HOSTING THE 
EXHIBITIONS TO BE HELD BY THE UNITED STATES OF AMERICA 
IN CHINA AND THE UNITED STATES DESIGNATES THE U.S. 
nFPARTMENT OF COMMERCE TO ASSIST AND FACILITATE THE 
EXHIBITIONS TO BE HELD BY THE PEOPLE'S REPUBLIC OF CHINA 
IN THE U.S.A. 

ARTICLE II 

1 THF PARTIES WILL ENCOURAGE THE RESPONSIBLE 
AUTHORITIES TO TAKE APPROPRIATE ACTION TO ENSURE THE 
SFFURITY OF ALL ARTICLES FOR USE IN THE TRADE 
EXHIBITIONS AND THE MEMBERS OF THE EXHIBITION 
DELEGATIONS. 
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2. EACH PARTY AGREES TO FACILITATE THE ENTRY INTO, EXIT 
FROM AND TRAVEL WITHIN ITS TERRITORY OF PARTICIPANTS IN 
TRADE EXHIBITIONS, SUBJECT TO APPLICABLE LAWS AND 
REGULATIONS. 

3. THE TWO PARTIES AGREE THAT ALL "ARTICLES FOR USE IN 
THE TRADE EXHIBITIONS WILL BE IMPORTED ON A DUTY-FREE 
BASIS, SUBJECT TO APPLICABLE LAWS AND REGULATIONS. IF 
ALL OR SOME OF THE ARTICLES USED IN THE EXHIBITIONS ARE 
SOLD OR OTHERWISE TRANSFERRED, THE RELEVANT CUSTOMS 
REGULATIONS WILL APPLY. 

4. EACH PARTY AGREES, UPON REQUEST, TO ASSIST THE OTHER 
PARTY IN EMPLOYING QUALIFIED INTERPRETERS AND OTHER 
LOCAL PERSONNEL NECESSARY TO CARRY OUT TRADE EXHIBITIONS. 

5. EACH PARTY WILL ENCOURAGE ITS RESPONSIBLE FIRMS, 
COMPANIES, AND ECONOMIC ORGANIZATIONS TO PROVIDE THE 
OTHER PARTY OR ASSIST IT IN ACQUIRING THE SERVICES, 
FACILITIES, AND EQUIPMENT NEEDED FOR THE STAGING OF 
TRADE EXHIBITIONS. 

6. EACH PARTY AGREES TO PUBLISH AND DISSEMINATE OR 
OTHERWISE MAKE AVAILABLE INFORMATION AND STATISTICS 
NECESSARY FOR THE PLANNING AND STAGING OF TRADE 
EXHIBITIONS. 

ARTICLE III 

EACH PARTY AGREES TO ENCOURAGE AND FACILITATE THE 
STAGING OF AND PARTICIPATION IN TRADE EXHIBITIONS BY ITS 
FIRMS, COMPANIES AND ECONOMIC ORGANIZATIONS IN THE 
COUNTRY OF THE OTHER PARTY. 

ARTICLE IV 

THIS AGREEMENT SHALL ENTER INTO FORCE UPON SIGNATURE. 
IT MAY BE TERMINAtED BY EITHER PARTY AT ANY TIME UPON 
TWELVE MONTHS 1 WRITTEN NOTICE. 

THIS AGREEMENT IS MADE IN BEIJING, THIS DAY OF MAY 
1979, IN DUPLICATE, EACH IN CHINESE AND ENGLISH 
LANGUAGES, BOTH TEXTS BEING EQUALLY AUTHENTIC. 



SECRETARY OF COMMERCE OF MINISTER OF FOREIGN 
THE UNITED STATES OF TRADE OF THE PEOPLE'S 

AMER ICA REPUBLIC OF CHINA 



CONFIDENTI AL ^av.r-, U^ w <?*"** e K 



lA^cW$5l+ <^ 



ISSUE 

The scheduling of negotiations between the United 
States and China on a bilateral air transport agreement. 

U.S. POSITION/OBJECTIVE 

The US seeks to meet promptly to begin negotiation of 
a formal bilateral air transport agreement. Such an agree- 
ment is essential for stable, long-term scheduled service. 
In the meantime, we have proposed that both governments 
approve charter proposals by the airlines of both countries 
in order to facilitate an immediate expansion of aviation 
relations. 

CHINESE POSITION/OBJECTIVE 

The Chinese accept that an air transport agreement is 
an appropriate part of the process of • normalizing relations, 
but they apparently are not prepared to move quickly toward 
negotiations. They have, however, approved recent US charter 
flights. 

TALKING POINTS 

It is suggested that you raise the following points: 

1. A civil air transport agreement would be' a 
natural step in normalization of relations. We hope 
that China would be able to hold civil aviation 
negotiations in the near future. 

2. A US delegation, chaired by the Department of 
State and including the CAB and Department of 
Transportation, would be prepared to meet at an 
early date, either in Washington or Peking, 

3. Undoubtedly the two sides have much to learn • 
about each other f s positions, but in our view the 
appropriate next step is a face-to-face meeting of 
the two delegations. 

- COS T I DENT I Air 
GDS 4/17/85 (BROWN, Robert A.) 
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BACKGROUND 

Following the Policy Review Committee on US-China 
Economic Relations' determination in January that the US 
should pursue immediately the negotiation of a civil aviati 
agreement with China, we approached the Chinese on several 
occasions and proposed to hold talks in the near future. We 
also suggested that, pending negotiations, both countries 
approve the charter operations of the other country's 
airlines. Although the Chinese agree to conclude an aviatic 
agreement, and in recent weeks allowed two US charters to 
operate to China, they have taken no action toward opening 
negotiations beyond requesting information regarding the US 
international aviation policy and examples of our current 
air agreements. 

When negotiations are held, we expect them to be 
prolonged and difficult due to China's limited air transpci 
capacity, its history of restrictive aviation agreements 
with other countries, and its centrally controlled economy. 
More than a dozen US airlines have expressed interest in 
operating scheduled service to China. The Chinese, having 
only one airline (CAAC) , are likely to resist the designat: 
of more than one US airline. CAAC has ordered three long 
range wide bodied B747SP aircraft, appropriate for service 
to the United States; these aircraft have delivery dates ir 
February and June 1980. 

The Chinese have reportedly expressed a preference foi 
service by Pan Am, but they appear to recognize that the U£ 
must have the sole discretion to designate eligible US 
airlines. We expect also that traditional Chinese concern 
about reciprocity will cause them to resist any arrangemenl 
that would allow US airlines to operate in advance of the 
inauguration of CAAC service to the US or to use wide-bodie 
aircraft while CAAC's fleet is still limited to narrow- 
bodied planes. 
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ISSUE 



Various business facilitation matters, including the 
right of U.S. firms to open officies and to obtain 
adequate facilities to operate them f need to be 
resolved and clarified in order for U.S,-Chinese trade 
to develop fully over the long-term. Most of the 
business facilitation questions* are covered in the 
Trade Agreement (in Article III and Annex A) . 

U.S. POSITION /OBJECTIVES 

We want the Chinese to understand the importance of 
business facilitation matters included in the Trade 
Agreement. Originally, we proposed that these 
questions be broken out into a separate agreement and 
agreed to prior to signing the Trade Agreement. 

CHINESE POSITION/OBJECTIVES 

The Chinese think that this section of the Trade 
Agreement is too wordy and lengthy. They do not want 
business facilitation treated separately from the Trade 
Agreement. 

TALKING POINTS 

We hope that the trade agreement we reach with you 
will serve to facilitate trade and economic 
cooperation between our countries, for it to do 
so, we need to pay particular attention to the 
needs of the individuals, firms, and organizations 
who will be transacting such business. This is 
especially important in light of the long period of 
minimal commercial activity between our countries. 

— By business facilitation we mean the provisions in 
the Agreement concerning establishment of company 
representation offices, availability of basic 
office equipment and means of communication, access 
to the economic organizations and personnel of the 
other country and to the information necessary for 
making business decisions. These are contained in 
Article III and Annex A. 
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— We are pleased that your draft of the Trade 
Agreement indicated that you would permit U.S. 
firms to open office in China. 

— In addition to the general right to open offices, 
we would like the Trade Agreement to assure that 
U.S. firms will be afforded the necessary rights 
and conditions for effective operation of these 
offices. 

— Treating these issues in detail in the Trade 
Agreement will assure U.S. firms that they will be 
able to trade China on the same basis as they do 
elsewhere in the world. We think that U.S. firms 
need these assurances and that they are necessary, 
therefore, to the stable long-term expansion of 
trade. 

— We should leave a detailed discussion of the 
business facilitation provisions to the Trade 
Agreement negotiators, but I would be pleased to 
answer any questions you might have about this 
subject. 

BACKGROUND 

The TRade Act poses no specific requirements concerning 
business facilitation provisions of a trade agreement, 
but merely calls for "arrangements for the promotion of 
trade." However, our trade agreements with other non- 
market economy countries all contain sections 
concerning business facilitation. Permission and 
conditions for company offices constitute a large 
portion of these provisions. We hope to include these 
in our agreement with the Chinese. 

Our other trade agreements also include provisions 
concerning government commercial offices and trade 
promotion facilities. If we conclude separate agree- 
ments on these subjects in advance, the trade agreement 
would reaffirm them. 



-TOR^QgEXCIAL USE ONLY > 



FOR- OFFICIAL USE ONLY- 
-3- 



Provisions concerning business access to information 
and end-users are included in our trade agreements with. 
Hungary and Romania, but note in the earlier one with 
the U.S.S.R. We want these provisions in our Agreement 
with the Chinese. Members of our East-West Trade 
Advisory Committee at their meeting on April 18 
stressed the importance of these provisions and 
strongly urged that we seek to include them in the 
final agreement. 

In defending our trade agreements with non-market 
economy countries before Congress, Administration 
witnesses are always asked how these agreements benefit 
U.S. firms, since the tariff reductions of these 
countries often do not adequately reciprocate our 
granting MFN. Business facilitation rights are some of 
the positive benefits to U.S. firms that we can cite to 
Congress. 

When U.S. officials suggested to the Chinese that we 
reach agreement on business facilitation provisions 
ahead of concluding the Trade Agreement, the Chinese 
indicated that they clearly view these matters as an 
integral part of a bilateral agreement in which they 
receive MFN. 

ATTACHMENT 

— Business Facilitation Provisions of U.S. Draft Trade 
Agreement 
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Briefing Paper for the Visit of Secretary* Kreps to" China 
Trade Promotion Events In China 



ISSUE 

The U.S. Department of Commerce would like to begin an 
active program of trade promotion in China as soon as 
possible, 

TALKING POINTS 

1. We hope to receive official approval to begin our 
program of events as soon as possible. 

2. Specifically we would like to obtain dates in 1980 
for our proposed National Commercial Exhibition 
(discussed below), preferably in September. 

3. We would hope that the Chinese Government could help 
us in our promotional efforts by identifying those 
industrial sectors and, within those sectors, the 
products of most potential interest to them, so that we 
may best match the capabilities of Amiercan industry 
with the needs of the Chinese economy and thus assist in 
creating a mutually beneficial trading environment. 

BACKGROUND 

The Commerce Department has had a great deal of 
experience in promoting trade with other centrally 
planned economies (cpe's). We have participated in 
ma3or international exhibitions sponsored by local 
authorities; we have also mounted solo exhibitions. We 
have developed a promotional vehicle particularly suited 
to developing economies, the technical sales seminar. 
We have opened two commercial facilities, one in Warsaw 
and one in Moscow, both of which are accepted by 
American business and the host governments. There have 
also been several business development offices and video 
catalog exhibits. 

We believe that our long and successful experience in 
promoting U.S. trade with developing economies has 
well-prepared us to undertake a trade program in China, 
We further believe that the techniques we have developed 
for promoting trade with the cpe's will prove successful 
in China. 
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The Commerce Department proposes the following trade 
events in China" in 1980: 

1. A National Commercial Exhibition featuring the 
products of some one hundred American companies. 
This exhibition might cover several industrial 
sectors. We have a list of over 25 potential 
promotional themes believed to be c£ interest to the 
Chinese, and we will refine the industrial sectors to 
be featured in this exhibition, and in other trade 
events, in close consultation with the Chinese 
authorities. 

2. A commercial exhibition of approximately 75 companies 
covering a single industrial sector. (Oil & Gas 
Equipment and Construction Equipment are two leading 
possibilities.) 

3. Three technical sales seminars each with 
representatives from eight companies and chairperson 
of wide expertise in the specified product field or 
technology; each seminar would ordinarily visit 
several cities in China. These seminars feature 
technical presentations on the state-of-the-art or on 
problem-solving given by the company 
representatives. These seminars have become very 
popular with technical personnel in the host 
countries, who find them a valuable source of 
information in their fields of specialization. 

4. Two buyers delegations, consisting of Chinese 
specialists seeking equipment for a specific industry 
and visiting American plants, companies, and 
laboratories. We have already conducted several 
delegations from China. 

5. Two trade missions organized by industrial 
associations or local economic development bodies. 
The organizing agency recruits the mission around a 
given theme, and the Commerce Department assists with 
the logistics. The state of Texas, for example, has 
offered to send a mission specializing in petroleum 
drilling. 

6. Three video catalog exhibitions. A program of video 
tapes on the products of individual compaies which is 
shown in a convenient location on an advertised 
schedule. A recognized expert in the field attends 
the event to answer questions and to assist inquirers. 
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7. Business development offices at the Spring and Fall 
Canton Fairs. These events feature product and 
technical literature submitted by American 
companies- An industry expert is present to refer 
end-users to specific products, to provide 
information and to develop trade opportunities. 

Among the possible themes available for promotion 
through these events are oil & gasfield equipment, 
constructon technology, agricultural machinery, land 
reclamation equipment, agricultural chemicals, chemical 
processing equipment, marine and port equipment, 
metallurgical processing, machine tools, electric power 
systems, telecommunications, and medical equipment. 



James L. Robb 
377-4810 
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American Participation 
in Chinese Economic Development 



Issue: Opportunities for participation by American 
firms in Chinese industrial projects. 

U.S. Objective: To probe Chinese leaders for a 

fuller 

understanding of the way U.S. firms can 
participate in the modernization of the Chinese 
economy. To assess the impact of recent changes 
in Beijing's economic planning and foreign trade 
.policy on such participation. 

PRC Objective: To further determine what American 
firms have to offer and what the USG is prepared 
to do in assisting our firms. In this context, 
the Chinese can be expected to raise negative 
aspects such as lack of MEN, financing, and 
export controls. 

Talking Points: 

— Explain China's goals for the Ten Year Plan by 
industry sector. 

— What modifications are these plans undergoing? 

— American firms have not participated in your 
projects to the same extent as Japanses and West 
European firms. What can we do to change this? 

~ Why do U.S. firms so often get only the contract 
for the technology with the full construction 
award going elsewhere? 

— Do you still plan to procure a domestic 
communications satellite from the United States? 
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Background: 

Since President Nixon's 1972 visit to China, American 
firms have been participating in Chinese economic 
development, but not to the extent we or they would 
like to see. Prior to diplomatic recognition, U.S. 
firms were discriminated against for political 
reasons while unresolved economic and commercial 
issues put a further damper on our export effort. 
This has now changed and with the promise of full 
normalization has come a keen desire to participate 
in that market heightened by the ambitious goals of 
China's Ten Year Plan (1976-1985). 

Because the Chinese have provided little firm infor- 
mation on plans for their economy, it is frequently 
difficult for us and for American exporters to see 
where the realities of the market are. Although they 
have talked more openly and with somewhat greater 
specificity in the year since Hua announced the Plan, 
market opportunities and how to grasp them remain 
elusive and have become further clouded recently by 
substantial modifications in the Plan and by major 
changes in Chinese methods of doing business. 
Modifications to the Plan will not be completed 
before the end of 1980 and changes in business 
methods are continuing to evolve as the Chinese 
wrestle with the enactment of commercial, tax, and 
investment codes. 

In the industrial sector, the Plan's 120 key 
projects, 10 seel plants, 9 non-ferrous metal 
complexes, 10 oil and gas fields, 8 new coal basins, 
30 electric power plants, 5 new harbors, 6 truck 
railways, and other unenumerated projects offer 
insights to where China has placed its investment 
priorities for modernization. Beijing has stated 
openly that a major infusion of foreign plant and 
technology is needed to achieve these objectives. 
Indeed, in less than a year, contracts for over $7 
billion have been signed and letters of intent 
concluded for more than $30 billion. And while there 
will be some investment directed away from this heavy 
industrial development into agriculture and light 
industry, the bulk of the projects remain intact. 
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American firms are beginning to participate more 
fully with U.S. Steel, Kaiser Engineers, Bethlehem, 
and Fluor receiving awards for feasibility studies 
and in some cases for design-engineering work (see 
Table 1 for further details) . The important 
procurement phase, which will tell the real story for 
our manufactured goods exports, is still six to 
twelve months away. Pullman Kellogg has a protocol 
for a new petrochemical plant, which follows on their 
earlier work, the $200 million plus contract signed 
in 1973 for eight ammonia plants for fertilizer. The 
sales by Boeing of three 747SP long range jet 
transports with an option for two more represents a 
$250 million effort by China to modernize its CAAC 
fleet after an earlier buy of ten 707s. Sales by 
Caterpillar, Euclid, Ford, Wabco, Joy, and Rexnord 
are all for equipment in support of major projects. 

Letters of intent have been signed with a number of 
American oil companies to participate in both on and 
off-shore resource development. American petroleum 
equipment has been a bellwether of U.S. exports since 
1973. 

The Chinese have looked to the United States for 
technology and licenses since 1973 probably total in 
excess of $200 million, mostly in the petroleum 
refining and petrochemical sectors. But these sales 
of know-how, which are usually 10 percent or less of 
the total cost, have not been matched with American 
firms obtaining contracts for the design, 
engineering, and procurement phases of major Chinese 
projects. 

The 'Administration has also authorized the sale to 
Chine of a domestic communications satellite which we 
would launch. Although many discussions have been 
held with RCA, Hughes, and others, no contracts for 
this half -billion dollar project have been signed and 
Chinese interest appears to have waned, at least f or • 
the moment. 
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CONFIDENTIAL 
INDUSTRIAL COOPERATION 

ISSUE 

The Chinese have indicated their desire to engage in 
various forms of industrial cooperation with Western 
firms. Since Chinese policy on this issue is still 
evolving, no regulations concerning industrial 
cooperation have yet been drawn up. U.S. businessmen, 
however, must have the conditions and regulations 
specified/clarified under which such cooperation 
projects are to be conducted. 

CURRENT STATUS 

A U.S. negotiating team is currently discussing provisions 
for industrial cooperation in the context of the 
Trade Agreement negotiations. (Industrial cooperation 
provisions need not, but may be, included in a trade 
agreement . ) 

U.S. OBJECTIVES 

1. Convey USG support for U.S. firms pursuing 
industrial cooperation projects and joint 
ventures in China. 

2. Convey a) U.S. understanding that industrial 
cooperation includes both cooperation and 
investment activities, and b) distinction 
between measures for which governments are 
responsible and measures which are the 
concern of private firms. 

3. Obtain PRC commitment to the principles of 
international practice and equitable treat- 
ment of our firms engaged in cooperation 
activities and investment in the PRC. 

4. Obtain favorable PRC reference to contractual 
arrangements which would be desirable for 
our firms, 

5. An acceptable article on industrial cooperation 
must contain, at a minimum, firm PRC commitments 
concerning expropriation, repatriation of 
profits and a ll returns, and limited liability 

of investors. ^ _ ^ . r> ^_ 
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TALKING POINTS 

— We are pleased that American companies are 
discussing major cooperation projects with Chinese 
organizations. We hope these projects will come to 
fruition and that they will, be followed by others. 

— Although each cooperation project will have to be 
negotiated individually, planning for and 
negotiation of contracts would be facilitated by 
the existence of mutually agreed upon principles, 
as well as clarification of existing laws and 
regulations. 

— Questions of greatest interest to American 
companies contemplating industrial cooperation 
projects or investment ventures include: 

— the types of projects whch cooperation may 

encompass 
— security of assets 
— repatriation of profits and assets 
— access to services and facilities 
— hiring of employees 
— protection of industrial property 
— management rights 
— importation of necessary equipment 

— We are interested in discussing these questions 
with you in circumstances which would permit a 
detailed exchange of views. 

— What is your current policy concerning industrial 
cooperation and foreign investment? Are there any 
regulations or codes (commercial/investment) that 
you are planning to adopt in this regard? What is 
their present status? What principles are they 
likely to embody? 
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6. , Obtain more information on China* s proposed 
regulations on foreign investment. 



CHINESE POSITION 

The Chinese have referred to concluding a "long- 
term agreement" with the "U.S. To date, however, 
Chinese cooperation agreements with other Western 
countries — France, Japan and the U.K., for example — 
have been centered around specific projects. The 
Chinese may find our principles approach much less 
forthcoming than that of other countries, and 
negotiaiton of detailed provisions may be premature, 
given the nascent state of Chinese industrial 
cooperation and investment laws and regulations. 

The PRC is apparently preparing to introduce new 
regulations on foreign investment- We understand 
that these will be based in part on Hong Kong's 
tax code and Taiwan's foreign investment regulations, 
and will include provisions for repatriation of 
profits. 

The PRC has offered a hortatory paragraph for an 

article on industrial cooperation for inclusion 

in the Trade Agreement. The PRC version refers 

to "support" of various forms of industrial cooperation, 

e.g. countertrade, which is unacceptable. (As a 

Government, we have very limited powers to support 

any form of industrial cooperation. ) 
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BACKGROUND 

Issues of industrial cooperation and investment have 
not been negotiated within the context of U.S. trade 
agreements with other non-market economies. Instead, 
the U.S. has signed separate long-term agreements on 
economic, industrial and technological cooperation with 
the U.S.S.R. and Romania which have covered the topics. 
Chinese policy on these issues is still evolving and 
WEstern experience with industrial cooperation projects 
in China is very limited; there is no Western 
experience with investment. 

Given these constraints, negotiation of detailed 
provisions for industrial cooperation may be difficult 
or protracted. It may be best, therefore, to opt for 
acceptance of a broad formulation of the principles of 
industrial cooperation. However, a "principles" 
approach would represent a departure for the Chinese 
from the types of cooperation agreements they have 
concluded with other countries. The agreements with 
FRance, Japan and the U.K., for example, are centered 
around specific projects. The Sino-French agreement 
sets a target figure for bilateral exchanges, 
designates 11 major areas for concentrated development, 
and spells out procedures by which negotiators for the 
two sides will move toward the signature of specific 
project letters of intent. 

We are especially interested in knowing howfar along 
the Chinese are on development of a commercial and/or 
investment code and the direction these are likely to 
take. 



CONFI DENTIAL 



UNCLASSIFIED 



EXPORT CONTROLS 



ISSUE 

U.S'. export controls and regulations are man- 
dated by law, and the Chinese must realize that 
these regulations must be followed in order to 
facilitate trade in goods and technology which 
require export licenses. 

U.S. POSITION 

Export controls are a non-negotiable matter of 
U.S. national security, and export licenses are 
not issued unless we are satisfied that the pro- 
posed export will not be detrimental to national 
security. 

It is U.S. policy to treat China, Russia and the 
Eastern European' countries in an even-handed 
manner on export controls. 

CHINESE POSITION 

The Chinese continue to be reluctant to comply 
with U.S. rules and regulations, particularly 
with the completion of official end-use/end-user 
statements and guarantees for visitation/report- 
ing for certain computer exports. 

TALKING POINTS 

1. As we have now entered into a new relation- 
ship, it is important to eliminate the areas 
of misunderstanding, needless controversy and 
delay so that trade between our two countries 
can be promoted. 

2. Pursuant to law, the United States monitors 
and controls exports of certain products and 
technology to potential adversaries for the 
protection of national security. Japan and 
other Western countries that belong to COCOM 
exercise parallel regulations. 

UNCLASSIFIED 
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Before normalizing relations with 
China, the U.S. accepted end-use 
letters instead of the form. 
However, now that relations have 
been normalized, our goal is to work 
toward the submission of properly 
completed end-user forms with 
applications for licenses to export 
to China. This will regularize our 
practice among all countries and 
simplify our processing of 
applications for the PRC. We are 
willing to allow our previous 
informal arrangement to continue for 
an interim period in order to give 
both U.S. exporters and the Chinese 
time to make the necessary 
adjustments. But our goal is to 
work toward the regularization of 
our practices with China. 

At present, approximately 110 export 
license applications for China lack 
the standard end-use documentation. 
Of those, approximately 40 have no 
end-use information at all. 
Approximately 70 other applications 
have end-use letters but not on the 
standard USG form used in all cases 
where end-use statements are 
required. These cases may be 
processed under the continuing 
informal arrangement. 

5. We want to expand trade with China 
and will do all we can to act 
expeditiously on export license 
applications containing adequate 
end-use information. 
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CONFIDENTIAL 

BACKGROUND PAPER: U.S. -China Claims Settlement 

Agreement 

The U.S. -China Claims Settlement Agreement was 
initialed in Beijing by Secretary Blumenthal on March 2, 
1979, but it has not yet been signed. 

The Agreement settles the claims of the PRC and its 
nationals against the United States, and the $196.9 
million of private claims of U.S. nationals against the 
PRC for the taking of their property between October 1, 
1949 and the date of signing of the Agreement. The PRC 
has agreed to pay to the U.S. $80.5 million, with an 
initial payment of $30 million on October 1, 1979, and 
the remaining $50.5 million to be paid in five equal 
annual installments. The payments will be completed by 
October 1, 1984. 

The U.S. has agreed to unblock those assets in the 
U.S. which have been blocked as a consequence of the 
embargo imposed against the PRC in 1950. The value of 
those assets is estimated to be approximately $80.5 
million. The PRC will then be in a position to realize 
on those assets to which it holds title. In many cases, 
the question of ownership will have to be decided by 
courts in the United States. 

When agreement was reached in March, we understood 
that initialing symbolized completion of negotiations 
and that signing would follow soon after the initialing, 
with time needed only for changes in wording to conform 
English and Chinese texts, and for routine clearances 
within the Chinese Government. 

All changes in wording have been agreed upon, but 
the Agreement has not yet been signed. The PRC is now 
pressing the U.S. for a commitment, either in the Agree- 
ment or outside it, to provide it a list of owners of 
assets to be unblocked. The PRC has not articulated an 
understandable reason for wanting this information. It 
does not claim title to more than a small portion of the 
assets. During negotiations the U.S. agreed to assist 
the PRC in recovering blocked assets, but the U.S. side 
specifically declined to agree to the PRC's request for 
a list of owners of assets. Moreover, the U.S. warned 
that the PRC would have a difficult time recovering all 
but a small portion of the assets, because the PRC 
appeared to disclaim title (for example, through 
expropriation) to most of the assets. 
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The U.S. has refused to give a list to the PRC for 
three reasons: (1) disclosure of owners' identities 
could expose them to reprisals from the PRC government; 
(2) disclosure of owners' identities could make foreign 
investors, who value confidentiality highly, hesitant to 
invest in the U.S.; and (3) in compiling the 1970 census 
of blocked assets, which is the source of the current 
U.S. list of owners, the Treasury Department assured 
reporting institutions that it would keep the infor- 
mation obtained confidential.* 

The PRC goverment has been informed that the U.S. 
regards settlement of the claims problem as the first 
step in normalizing commercial relations. That step has 
not yet been taken, and until it has been taken, the 
U.S. will not be in a position to conclude negotiations 
on MFN and a trade agreement. 

Government Claims: The Agreement does not cover 
government claims. The PRC should be reminded of the 
problem of outstanding Eximbank loans made to China in 
1946 (principal, $26 million; interest, $24 million) . 
While trade agreement negotiations need not await 
settlement of this matter, a settlement will be nec- 
essary before the U.S. will extend Eximbank credits to 
the PRC. 
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* The U.S. would also resist supplying a list of 
holders of blocked assets because those holders 
wishing to do business in the PRC would be subject to 
pressure to disclose names of the owners. 



Private Claims Agreement 

BACKGROUND: The U.S. -China Claims Settlement Agreement 
was, initialed by Secretary Blumenthal and Finance Minister 
Zhang on March 2 in Beijing. The Agreement has not yet 
been formally signed. The remaining outstanding issue is 
the Chinese request for detailed information on the owners 
and holders of the assets blocked in this country. We view 
this as a substantive change on an issue that was fully dis 
cussed during negotiations. We hope that this issue will b- 
resolved prior to Secretary Kreps 1 visit. 

TALKING POINTS: 

— We are pleased with the progress on the claims asse 
issue that took place during Secretary Blumenthal' s visit, 
which resulted in the initialling of a claims settlement 

agreement. 

~ We are concerned that the continued failure to sign 
the claims agreement risks a loss of the momentum generated 
by Vice Premier Deng's trip to the U.S. and Secretary Blume 

thal's visit here. 

— We hope that the agreement will be signed as soon 
as possible, and I wish to stress that the signing of the 
claims agreement must be the first step in the overall 
resolution of textile, trade agreement and MFN issues. 

(If signed) I am happy to note that the agreement has 
been signed. This removes a barrier to U.S. -Chinese econor 
relations, and allows us to move forward on other trade is: 



Government Claims 

BACKGROUND: The U.S. has a number of possible claims 
against the PRC government arising from obligations incur- 
red by China prior to 1949: Eximbank loans totalling $26 
million principal, plus interest, and Lend-Lease and Sur- 
plus property obligations of over $300 million. During 
Secretary Blumenthal's trip only the Eximbank claim was 
raised. While the USG has not yet resolved its position 
on lend-lease and surplus property claims, it is unlikely 
that we will press the claims. These claims have not been 
mentioned to the Chinese. We would hope to move forward wit 
the officials claims once the private claims issue is settle 

TALKING POINTS 

— As we indicated during Secretary Blumenthal's trip, 
we do consider there to be outstanding claims of the U.S. 
Government against China. I believe the question of the 
outstanding Eximbank loans made in 1946 was discussed, and : 
was made clear that future Eximbank financing could not be 
available until this issue was resolved. 

— While we have agreed that the question of official 
claims is not linked to the negotiation of a trade agreemen- 
we would hope to have further discussion on this issue in ti 
near future. 



CONFIDENTIAL 



Chinese Participation in the IMP , 
World Bank Group and ~ADB 



ISSUE 



Taiwan has been the representative of China in the 
IMF, the World Bank Group, and the ADB since their 
inception. The PRC has never participated in these 
institutions. With U.S. recognition of the PRC as 
the sole government of China, the issue of Chinese 
representation in these 'institutions has aaain 
arisen. 

U.S. POSITION 

The U.S. does not seek early resolution of this 
issue. Although we would support PRC participation 
in these institutions — in principle and at the 
appropriate time — if the PRC is willing to accept 
the obligations of membership, we believe it would 
be desirable to delay initiatives on membership at 
this time in order to: 

— sort out the complex issues which are 
involved; 

— avoid antagonizing Congress and jeopardizing 
legislation essential to normalizing 
economic relations between China and the U.S.; 

— ensure that these issues are resolved in a 
manner that is in the interests of the 
institutions, the U.S. and its allies. 

CHINESE POSITION 

They have expressed an interest in moving toward 
participation, but have acknowledged the need to 
move slowlv. 
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TALKING POINTS 

(If the subject is raised by the PRC arid they 
express an interest in participation) . 



1. 



In principle and at the appropriate time, we 
would welcome and support PRC participation 
in these institutions if the PRC is willing 
to accept the obligations of membership. 

2. There are, however, a number of complex 
questions that must be resolved, for example: 

— Membership obligations , particularly in 
IMF. There are important requirements of 
provision of economic information and 
financing, and 'acceptance of principles 
of M free trade and payments." 

— Outstanding Chinese financial obligations . 
$1.4 billion in the banks (of which $931 
million is callable capital) r approxi- 
mately $14 million in the IMF. 

— Reactions of other members , including 
impact on availability of funds for 
lending to other countries. 

3. We believe it would be desirable to delay any 
initiatives on participation: 

— to sort out these complex problems. 

— to avoid antagonizing Congress and jeopar- 
dizing legislation essential to normaliza- 
tion. 

BACKGROUND 

In the past, the PRC demanded the expulsion of 
Taiwan from the IMF, World Bank Group, and the ADB 
and the assets in these institutions transferred 
to the PRC. The PRC had not, however, previously 
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shown interest in replacing Taiwan or assuming the 
obligations of membership and Taiwan's outstanding 
financial obligations in these institutions. 
During Secretary Blumenthal's trip to China in 
February, Chinese authorities did indicate interest 
in moving toward participation in the IMF and World 
Bank Group. Zhang Jingfu, the Chinese Finance 
Minister, expressed the view that Taiwan's member- 
ship should be abolished and the "legitimate seat 
of the PRC restored." Secretary Blumenthal voiced 
our support of their participation — in principle 
and at the appropriate time — and mentioned some 
of the complex issues which require time to be 
resolved (outlined below) . He also indicated the 
need to move slowly in order to avoid antagonizing 
Congress. Qiao Peixin r Chairman of the Bank of 
China, accepted the need to proceed cautiously 
and slowly. 

A number of complex questions and problems are 
involved in this issue. 

1- How a change in participation could be effected 
There are two mam ways in which a shiit in the IFIs cot 
take place: representation (i.e., succession) or member 
Under representation, the PRC would simply replace Taiwa 
the legitimate representative of China in the IFIs. Unc 
membership approach, Taiwan would withdraw either volunt 
or_ compulsorily and the PRC would enter as a new member. 
Khich approach is used will have a significant bearing c 
way in which many of the problems could be resolved. We 
assume that PRC would go the succession route if and whe 
seek participation. 

2. The financial position of China in the IFIs . 
IMF - China has outstanding financial obligations totali 
SDR 107. S million ($140 million). These "repurchase" ob 
tions could be cleared up in a manner that does not requ 
"net" repayment by Taiwan -- with Taiwan's cooperation, 
was also allocated SDR 57 million on January 1, 1979. I 
succeeds to the seat, these SDRs would transfer to 'them. 
Taiwan withdraws and PRC comes in as a new member,- the S 
would be cancelled. In addition, 353,031 ounces of gold 
(representing potential profits of $64 million) are awai 
distribution to "China" pending resolution of the repres 
question. 
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The Banks - China has a total of $49 million in outstanding 
assets (usable paid-in capital), $284 million in outstandii 
liabilities from loans and an additional $1,042 million in 
contingent liabilities ($931 million in callable capital ar 
$111 million in restricted paid-in capital). 

3. Obli gations of Membership -- The obligations of men 
ship in the IMF could pose a problem. Membership requires, 
among other things, the provision of economic and financial 
information, the provision of financing, and a commitment t 
minimize restrictions on current transactions and to avoid 
discriminatory currency practices. 

Bank membership obligations do not appear to pose a 
significant barrier to PRC participation. 

4. Institutional Problems -- There are a number of 
serious institutional questions and potential problems. ' 

IMF 

-- Quotas, Voting Shares , and Executive Board -- PRC n 
seek and warrant a much larger quota* then China's current q 
of SDR 5S0 million. This would reduce the U.S. quota and v 
shares in the Fund, and could have a major impact on the co 
sition and structure of the IMF Executive Board. (We do no 
have good data to determine what size quota might be warran 
Japan's Board seat could conceivably be threatened and the 
Japanese are very sensitive on this point). 

Banks 

-- Lending program . PRC could easily become the large 
borrower of the World Bank and ADB. If lending to China we 
increased too rapidly, this could have a potentially disrupt 
effect, straining the capacities of the institutions or 
squeezing out other programs. This could be the single mos 
important problem of PRC participation in the World Bank" 

-- Capital Shares . PRC could argue for an increased I 
capital share, possibly up to the fifth largest, which woul 
give China a Board seat. This could reduce U.S. voting pow 
and force France or Japan to share a seat with other member 

5. Congressional Problems -- Potential problems 'in th 
argue strongly for a delay. Sn early move toward Taiwan 
removal and PRC participation could cause problems for IFI 
lation as well as -- importantly for the PRC -- legislation 
necessary for normalization. 
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EXPORT- IMPORT BANK OF THE UNITED STATES 



BACKGROUND INFORMATION FOR SECRETARY KREPS' CHINA TRIP 



I. BASIC STEPS BEFORE EXIMBANK WOULD BE "OPEN" FO R FINANCING 
TO THE PRC: "~ — 



A. Legal Requirements — 

1. Waiver or amendment: of che Jackson/Vanik Amendment 
co che Trade Ace of 1974" 

If che PresidenC accepes the PRC Working 
Group recommendation, he would not need co propos. 
an amendmenc to Jackson/Vanik, but would need to 
decide on: 1) che timing of the announcement, an' 
2) whether to link this -formally to discussion of 
Eximbank credits . 

2 . National interest determination . 

The President is required by Section (2) (b) (. 
of the Export-Import Bank Act of 1945 to make a 
national interest determination that it is desira 
for the United States to finance to a Socialist c 

B. Policy Concerns -- 

1 . Settlement of Eximbank claims . 

Eximbank currently has outstanding claims of 
$50,062,264.43 against the People's Republic of 
China which have yet to be negotiated. We consid* 
it undesirable to talk about new "credits until th< 
claims are resolved. 

2 . Settlement of private claims . 

The speed and actual determination for. rcsol 
of private claims will clearly reflect the U.S. 
Government's desire to move with Eximbank credits 

3 . Conclusion of a trade agreement . 

The expeditiousness and character of the 
negotiations over the trade agreement will also 
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clearly affect the progress on potential dis- 
cussions of Eximbank claims. 

4. F undine. 

- ■ j 

Eximbank clearly does not have any funds 
"budgeted for financing to China, and we would 
need new Executive Branch and Congressional 
authorization for funds to finance to the PRC. 

5. "Balance" between the U.S.S.R. and China . 

The Administration must decide what criteri 
it will use for determining "balance" in the 
financing. Does "balance" mean that Eximbank 
should simply be open to new financing in both 
countries , or does it mean that there will be 
specific formulas for lending in the two countri 

II. PROCEDURES ONCE EXIMBANK IS "OPEN" FOR FINANCING WITH O 

Once the above-mentioned issues are resolved, Exinrt 
would negotiate an overall procedural agreement with api 
priate authorities designated by the People's Republic c 
China. This agreement would probably cover the followir 
matters: 

a. which particular programs the PRC intended to i 
(direct credits, insurance, guarantees, etc.); 

b. the entity or entities within the PRC which \*o\ 
be authorized to act on behalf of the Govemmei 

c. the types of legal and economic information ne< 
for Eximbank to make an evaluation of the proj< 
be financed and the PRC's country creditworthy 

d. an understanding that Eximbank 1 s direct ^ credit 
programs finance individual capital projects ai 
that we would not provide a line of credit for 
general import finance; and 

e. that all Eximbank financing would be on terms 
sistent with the International Arrangement on 
Officially-Supported Export Credits. 
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CCC EXPORT CREDITS 



ISSUE 

China is eligible for short-term CCC credit but thus far 
a line of credit has been neither requested nor extended. 

U.S. POSITION 

At this time most CCC funds are committed, so that any 
discussion of CCC credit should be limited to an explana- 
tion of procedures . 

CHINESE POSITION 

China has not yet requested a credit line, but has 
expressed interest in the credit program. Its request 
for CCC credit will probably be a function of the 
competitiveness of the credit terms. 

TALKING POINTS 

1. A shortage of funds places a constraint on the 
ability of OGSM to respond favorably to a possible 
Chinese request for CCC credit. The fiscal year 
1979 funds for CCC credit have been allocated, 

and the fiscal year 1980 authorization is only 
$800 million — approximately half the fiscal year 
1979 budget. 

2. Better information on China's financial and commodity 
situations are needed to support justification for 
extension of a CCC credit line to China. 

BACKGROUND 

Authority to offer CCC short-term export credits up to 
three years to China was provided in Title II of the 
Agricultural Trade Act of 1978. The Act did not establish 
eligibility of China for the new CCC intermediate credit 
program. 

Requests by a country for a CCC credit line generally 
are made through the U.S. Agricultural Attache assigned 
to the country. The Attache recommendation regarding 
the financing is required. Requests also may be made 
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to the Office of the General Sales Manager (OGSM) , 
U.S: Department of Agriculture, Washington, D.C. A 
public announcement is made of all approved requests. 

The CCC Export Credit Sales Program is enjoined to 
justify financing on market expansion grounds. Conse- 
quently, a major criterion for financing approval is 
whether the financing will result in additional U.S, 
exports and not replace cash sales. In order to 
evaluate additionality, the country requesting CCC 
credit is asked to provide supply-use data for the 
most recent five-year period, a projection for the 
current year for the commodities to be financed, and^ 
import data for the same period broken down by supplier, 
specifically showing the portion bought or to be bought 
from the U.S. for cash. 

Recent changes in China's foreign economic policies 
make probable a useful future role. for CCC credits in 
expanding China 1 s markets for U.S. agricultural 
exports. In previous years, China has maintained a 
relatively conservative position in foreign borrowing 
and indebtedness, China enjoys a good reputation for 
meeting obligations. The demands for rapid moderniza- 
tion, however, are expected to result in greatly 
increased use of foreign credits, including government 
credit programs, and to make more attractive in the 
future a number of credit possibilities. In the past, 
China has received 12-18 month short-term credits from 
other grain exporters. The competitive position of 
U.S. exporters also will be affected by the ability 
to offer competitive credit terms. The Chinese currently 
are very cost conscious and have indicated concern over 
the level of interest rates for CCC credit. 

An issue complicating the approval of a CCC credit 
line for China is the ineligibility of the Soviet 
Union for the same program. The Administration's 
position is to attempt to maintain a balance in our 
bilateral relations with both countries. 

Drafted: JNuttall/DSchoonover/USDA/FAS/ITF/CPE 447-2166 
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AGRICULTURAL TRADE 



ISSUE 

China is a potentially large market on a regular basis 
for U.S. agricultural exports. 

U.S. OBJECT IVE 

We are seeking ways to expand our agricultural exports on 
a steady basis and assurances that the United States will 
not once again be relegated to the role of residual 
supplier of agricultural commodities to China, 

CHINESE OBJECTIVE 

The Chinese are seeking supply of a dependable quantity 
and quality of agricultural imports at competitive prices 
and a growing market for their own agricultural exports, 

TALKING POINTS 

1. We value the Chinese indication of their intent to 
purchase 5 to 6 million tons of grain annually from 
the United States and we intend to be a dependable 
supplier of this grain to China. 

2. Vie appreciate the Chinese indication that they will 
be a regular importer of U.S. cotton and we hope 
that there will be growth in purchases of cotton and 
other agricultural commodities. 

3. Through our agricultural "Cooperator" associations, 
we want. to provide both trade servicing and informa- 
tion on technological advances in agricultural 
commodity utilization to China's import and end-user 
organizations . 

4. We believe that through consultations we can resolve 
most difficulties that may arise in our agricultural 
trade and our Agricultural Attache in Beijing is 
available at any time to relay messages about 
agricultural issues or to arrange for needed consulta- 
tions. 
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BACKGROUND 

U.S. agricultural exports to China peaked at $664 million 
in 1974. During 1975-1977 these exports averaged about 
$50 million per annum, and the Chinese did not purchase 
U.S. grains. During these years, the United States was 
a residual supplier of agricultural commodities to China, 
exporting very little in some years. 

China recommenced its purchase of U.S. grains in April 
1978. Since that time China has bought 7.1 million 
metric tons of U.S. grains including 4.1 million of 
wheat and 3,0 million of corn. Chinese leaders have 
indicated that they expect China to purchase 5 to 6 
million tons of grain annually from the United States, 
but neither they nor we have sought a bilateral grain 
agreement. Over the next few years, China is expected 
to import 10-13 mmt of grains annually, of which the 
U.S. may supply about half. We also expect substantial 
sales of cotton, and soybeans and products and a 
potential market exists for other commodities such as 
tallow and hides and skins. 

In 1978 sales to China of U.S. farm products again 
exceeded $600 million and in 1979 the total is expected 
to be even higher. 

China's purchases of corn and soybean meal may increase 
over the next several years. The Chinese have plans 
to modernize and expand their livestock sector, includ- 
ing building swine and poultry complexes near the large 
coastal urban centers. These plans may require increased 
importation of corn and other feedgrains. 

Exporters of U.S. agricultural commodities face strong 
competition, especially in wheat sales. Wheat competi- 
tors include Australia, Canada, Argentina and the E.C. 
China has already signed wheat agreements with 
Australia, calling for total purchases of 7.5 mmt over 
the next three years and with Canada, calling for 
purchases of 8.4-10.5 mmt over the next three years. . 
The U.S. competes with Argentina in corn sales; with t 
Brazil in soybean sales, and with a number of countries 
in cotton sales. 

Drafted: JNuttall/DSchoonover/USDA/FAS/ITP/CPE 447-2166 
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GSP TREATMENT FOR CHINA 

ISSUE 

The PRC has expressed interest in being designated 
as an eligible beneficiary of the US Generalized System 
of Preferences (GSP) . 

U.S. POSITION 

Our GSP legislation (Title V of the 1974 Trade Act) 
precludes us from extending GSP to Communist countries 
unless they receive MFN from the US, are members of GATT 
and the IMF, and are "not dominated or controlled by 
international communism." '(Only Romania and Yugoslavia now 
■qualify . ) 

CHINESE POSITION/OBJECTIVE 

Although US representatives have explained the legal 
constraints ucon our extending GSP to the PRC, the 
Chinese are likely to press their case as a developing 
country, and to argue that GSP designation is an integral 
element of the normalization process. 

TALKING POINTS 

— US law sets specific requirements for GSP eligibilit 
for developing countries. 

In order for communist countries to qualify, they 
must first receive MFN r belong to GATT and the IMF, and 
not be dominated by "international communism." 

— Given these constraints, it would be inappropriate 
to discuss at present the extension of GSP. MFN is the 
first issue. 

BACKGROUND : 

The PRC maintains that its status as a developing 
country should cualify it for the US and other developed- 
country GSP schemes. Currently China receives GSP from 
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Australia, New Zealand and Norway. Switzerland, Sweden, 
Canada and Japan are reportedly considering designating 
the PRC for their programs. China has requested the EC 
to designate it as a beneficiary, but the EC has not yet 
replied. 

GSP is a unilateral trade preference program extended 
by the US and other developed countries to the LDC*s. 
While there is some comparability among the principal 
schemes, each country operates autonomously in administer im 
its program, including the designation of beneficiaries. 
We have made clear to the Chinese the legal constraints 
embodied in our legislation. Furthermore/ extension of 
GS? to China would meet with strong labor union and possibl; 
Congressional opposition. The AFL/CIO has consistency 
opposed our granting of GSP benefits to Romania and 
Yugoslavia. - We have already informed the PRC not to 
expect to be designated for our program in the near term. 
Under the 1974 Trade Act, the decision to add countries 
to the GSP beneficiary list is an administrative one 
and does not require Congressional approval. 
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CONFIDENTIAL 
-GtfTOA AND THL GATT 

ISSUE 

PRC officials have indicated that China might like 
to join the GATT after the conclusion of the MTN. 
They have explored with the GATT Secretariat whether 
they would have to accede as a new Contracting Party 
or whether they could reclaim the old China seat 
vacated by Taiwan in May, 1950, 

US POSITION 

No decision has been reached on how the United 
States would respond to a Chinese decision to seek 
.accession to the GATT. It is clear, however, that 
the United States would expect China to negotiate 
a new Protocol of Accession rather than reclaim the 
seat vacated by Taiwan in 1950- The US itself may 
be prohibited by domestic legislation (the Jackson- 
Vanik Amendment and the 1974 Trade Act) from entering 
into a full GATT relationship with China. 

CHINESE POSITION 

While the Chinese have explored the costs and bene- 
fits of GATT accession, as they have of accession 
to many other international organizations, it is 
not clear that a decision has been reached to join. 

TALKING POINTS 

1. The GATT is primarily a contract establishing 
rights and obligations that regulate the flow 
of trade among market economies. 

2. The possibility of China's accession to the GATT, 
therefore, raises serious questions about whether 
or how the GATT could be equipped to deal with a 
large non-market economy. 

3. The GATT was not designed to deal with trade 
between two very different types of economies — 
market and non-market. Frankly, the special 
protocols for Poland, Romania, and Hungary do* 
not entirely solve this problem. 

BACKGROUND 

PRC officials have explored the question of Chinese 
accession to the GATT with members of the Secretariat, 
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but have not yet reached a final decision. PRC 
questioning centered around whether China would have 
to negotiate a new Protocol of Accession or whether 
China could reclaim the seat vacated by the ROC in 

.1950. In the United States' view, China would have 
to adhere by negotiating a new Protocol. This view 
is based on the following: 1) The ROC, an original 
GATT signator, withdrew from the General Agreement in 
May 1950. No question was raised at the time about 
the effectiveness of the ROC's withdrawal. 2) The 
PRC, which has itself rejected the principle of auto- 
matic succession to treaties, never acted as if the 
withdrawal was anything but fully effective. In the 
interceding nearly 30 years the PRC has made no 
attempt to claim the China seat or to undertake any 
GATT obligations. 3) In 1965 Taiwan was granted 

'Observer Status in the GATT by the Contracting Parties. 
This lasted until 1971. Since a country cannot be 
both a member and observer at the same time, the 
Contracting Parties' decision to grant observer status 
would indicate that they did not question the validity 
of Taiwan's 1950 withdrawal. 

The GATT experience with the non-market economies 
has been less than satisfactory. Because the GATT is 
to a large extent a tariff code, it has only limited 
applicability to an economy such as that of the PRC 
where tariffs and markets are largely meaningless for 
major economic decision-making. GATT membership impose 
few real restraints upon governments of such economies 
but exerts considerable discipline upon their market- 
economy trading partners. The consequent lack of 
balance in these relationships, in the cases of Poland. 
Romania, and Hungary, has been only partially redressec 
through special provisions in Protocols of Accession, 
providing quantitative targets for trade by the 
socialist countries concerned, etc.* 

A full resolution of the issues posed by the non- 
market economies is probably not possible within the 
GATT framework. Given the centralized economic decisic 
making of socialist countries, the exercise of full 
GATT discipline implies a degree of decentralization 
of decision-making and of international surveillance 
which may be unacceptable for fundamental political 
reasons. Discussions of additional mechanisms for a 
better balance of obligations between the PRC and 
other GATT CPs have barely begun within the USG. 



*Cuba and Czechoslovakia joined GATT in 1948, before 
they became Communist. The USSR, Bulgaria, and the 
German Democratic Republic are not GATT members. 
Poland joined GATT in 1967, Romania in 1971, and 
Hungary in 1973. 
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MARKET DISRUPTION 



BACKGROUND 

Title IV of the Trade Act of 1974 introduces special 
laws which apply only to U.S. trade relations with 
communist countries. Among these provisions, the market 
disruption clause (Section 406 of the Trade Act) is one 
of the major instruments available to the U.S. to 
protect against disruptive imports from communist 
economies. 

Section 406 was drafted partly because of the 
difficulties of applying anti-dumping and countervailing 
duty laws to imports from centrally-planned economies. 
However, a more important reason for its inclusion in 
the Trade Act stems from the alleged ability of 
communist economies to "flood" Western markets with 
low-priced goods. 

Section 406 applies to all communist countries whether 
or not they receive MFN and regardless of whether or not 
they are members of the GATT. 

A market disruption action is very similar to an escape 
clause action (Section 201 of the Trade Act) , except 
that the standard of injury in 406 cases is lower than 
in 201 cases, and there are certain procedures for 
expeditious handling of 406 cases. Under Section 406, 
market disruption exists whenever imports of an article 
which is like or directly competitive with an article 
produced by a domestic industry are increasing rapidly, 
either relatively or absolutely, so as to be a 
significant cause or threat of material injury to the 
domestic industry. 

Under Section 201, the injury test is more stringent — 
"substantial cause of serious injury." The legislative 
history suggests that this difference in injury criteria 
was fundamental to the genesis of Section 406. 

The first market disruption petition was filed in 
December 1977 against cotton work gloves from the PRC 
and three petitions were filed simultaneously in May 
1978 against wooden spring clothespins from the PRC, - 
Poland and Romania. To date, these four cases have been 
the only tests of the market disruption provision since 
enactment of the Trade Act. 



COTTON WORK GLOVES 

Following receipt of a petition filed by the Work Gloves 
Manufacturers' Association (WGMA) , the International 
Trade Commission on December 15, 1977, instituted the 
first investigation of a market disruption petition 
under Section 406. The complainants stressed 
vulnerability of the industry as a whole to imports, the 
fact that employment in the industry had declined, 
mostly in rural areas, emphasized the ability of a 
communist country to compete "unf airly," and pointed out 
that the PRC was the only major work glove supplier not 
constrained by bilateral agreements, under the 
provisions of the multilateral "Arrangement Regarding 
International Trade in Textiles" (also known as the 
mult if iber agreement) . 

On March 15, 1978, the Commission found negatively 
(against the WGMA) in the case. The majority of the 
Commissioners (by a four to two vote) decided that 
market disruption within the meaning of Section 406 did 
not exist with respect to cotton work gloves from the 
PRC. The most significant reason for this decision 
appears to have been the fact that the Commissioners 
could not find injury to the domestic industry. (In 
1977, domestic producers 1 shipments, employment and 
profitability were increasing and imports were 
stabilizing.) 

CLOTHESPINS 

In May 1978, the Clothespin and Veneer Products 
Association (CVPA) filed three petitions with the ITC 
under Section 406 of the Trade Act alleging that imports 
of wooden spring clothespin from the PRC, Poland and 
Romania were disrupting domestic markets. The CVPA 
stated that, from 1974 to 1977, U.S. industry profits 
had declined, domestic producers' shipments and 
employment had decreased irregularly, idle productive 
capacity had reached 60 percent, and imports, 
particularly from communist countries, had surged. The 
impact on the domestic industry was allegedly great 
because the four U.S. producers, located in small towns 
in Maine and Vermont, were generally the major 
industries of the towns. 

In 1977, the PRC and Taiwan supplied 50 percent of the 
imported clothespins. Other major exporters to the U.S. 
were Poland, the FRG, Romania and the Netherlands. 
Imports from the PRC accounted for 25 percent of total 
imoorts in 1977 (from in 1Q7A\. 



In July 1978, the ITC voted unanimously (5-0) that 
imports from the PRC had disrupted the U.S. market, _ 
while imports from Poland and Romania had not? and in 
August, recommended to the President that a quota be 
levied on clothespins imported from the PRC, In 
October, 1978, the President declared that imposition of 
a quota on imported clothespins* from China would not be 
in the national economic interest; relief from imports 
would not promote adjustment because excess demand would 
be satisfied by foreign suppliers other than the PRC, 

In August 1978, the ITC had initiated on its own motion 
a Section 201 (escape clause) ' vestigation to determine 
whether clothespins from all ' **ign suppliers were 
being imported in such quanti _j as to be a substantial 
cause of serious injury to the domestic industry. In 
December, the Commissioners determined that this was the 
case, and recommended the imposition of a five-year 
global quota. In February 1979, President Carter 
announced his decision to place a three-year price break 
quota limiting imports of wooden spring clothespins to 
two million gross per year. 
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JOINT ECONOMIC COMMITTEE 

President Carter and Vice-Premier Deng agreed to the 
establishment of a joint economic committee during their 
discussions in Washington. As viewed by the. President, the 
Committee's purpose will be to serve as the focal point for 
interaction between our two governments on economic issues- 
The Committee will be charged with coordinating and overseex 
the orderly development of economic relations between the ^ 
United States and the People's Republic of China. The agenc 
for the Committee will include trade, technological, invest* 
and financial matters. 

The United States proposes that this body formally be 
named the U.S. -China Joint Economic Committee, and that it 
function as follows: 

~ The Committee shall have an American and a Chinese ^ 
co-chairman. Each government will appoint a senior economic 
official as co-chairman. President Carter has appointed 
Secretary Blumenthal to chair for the United States. The 
Chinese Government has appointed vice Premier Yu Qiuli; 

— The Co-chairmen would be responsible for setting tht 
agenda for the Joint Economic Committee. In effect they wou. 
chart or "direct" the development of the U.S.-Sino economic 
relationship in consultation with their superiors and with 1 
other members of the Committee; 

— In addition to the two Co-chairmen, the membership < 
the Joint Economic Committee would include the senior o"^ 
from each government whose responsibilities will affect oar J 
affected by decisions made by each government on the econora 
interaction between the United States and China. For the 
United States the following Presidential officers and advis* 
will be anointed to the Committee: The Secretary of Corner 
Secretary of Labor, Secretary of Agriculture, Secretary ot 
Transportation, Secretary of Energy, the Special Trade 
Representative, the President's Science Mvxsor, the Direct 
of the Export-Import Bank and the Deputy Secretary of State 

— The interaction between the above-named officials a 
the Chinese Government on economic matters will be facilita 
and coordinated by the Co-chairmen of the Committee and 
similarly for the Chinese appointees' interaction with the 
United States Government; 

— The Co-chairmen of the Joint Economic Committee she 
meet frequently, at least once a year. It is P^P?"^™" 
Premier Yu Qiuli and Secretary Blumenthal meet in "ashir 
in to review the work set out xn the described a 
below; 



— If the Vice Premier elects to come to Washington, he 
should be accompanied by representatives of the other offici 
on the Chinese side of the Committee. Similarly* when the 
Secretary of the Treasury visits Peking on Committee busines 
he will be accomDanied by representatives of the U.S. side 
of the Committee", as is the case during the present visit 
of Secretary Blumenthal to Peking; 

~ In addition it is envisioned that the Co-chairmen 
will communicate with each other through cables, written 
corresoondence and envoys on specific economic matters that 
arise," in order to ensure that they are coordinated by the 

Committee; 

— Each Co-chairman will appoint a representative in hi 
government's embassy to serve as his liaison with his 

counterpart; 

— The initial agenda for the Joint Economic Committee 
will include: 

1) settlement of private claims; 

2) settlement of the issue of the claims of the U.S. 
Government 

3) resolution on the various requirements of a trade 
agreement, including the granting to China by the 
United States of Most Favored Nation trading status 
and provision for official credits; 

4) business facilitation? 

5) an aviation agreement; 

6) a shipping agreement; 

7) satisfactory resolution of the issue of China's tax 
of income of U.S. corporations operating in China; 

R) the establishment of Bank of China offices in the 
United States; 

9) any other issue that either side wishes to raise. 



UNCLASSIFIED 



NOAA/Potential Market for U.S. 
Fisheries Products 



ISSUE 

The PRC's population growth history and its large, 
increasing per-capita fish consumption indicate that 
it may become a market for low-value species of fish 
found in the U.S. fishery conservation zone. We 
would like to explore opportunities for U.S. fishery 
exports to the PF.C. 

U.S. OBJECTIVE 

Our information about the Chinese market is poor. 
Our immediate objectives are (a) to obtain good, 
continuous information about export opportunities 
and (b) to apprise the Chinese of U.S. potential for 
supplying a significant portion of their needs for 
fishery products in the coming years. Our long term 
objective is to increase exports of fish products in 
order (a) to reduce our foreign trade deficit and (b) 
to assist development of the U.S. fishing industry. 
These long term objectives will be addressed in part 
by the national fisheries development policy now 
being developed by the Department of Commerce task 
force. 

TALKING POINTS 

1. With the extension in 1977 of the U.S. fishery 
conservation zone to 200 miles, the number of 
fishery products available for export has in- 
creased substantially. 

2. We do not have precise information about the 
needs of the Chinese people, but believe that 

a number of species in U.S. waters could supply 
a portion of the Chinese peopled need for fish 
protein in the coming years. We understand 
that orders have recently been placed with our 
west coast fishing industry for frozen herring 
with roe. 
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£as already accepted orders from the PRC for frozen 
herring with roe. Second, a smaller, more immediate 
opportunity is sales of canned seafood products to 
meet the potential demand created by the influx of 
foreign residents and tourists. Again, however, this 
opportunity is uncertain, given our */.ack of adequate 
information about the Chinese xnark<" . 

All Chinese food imports are appa^.-ntly channeled 
through the Chinese National Cereal, Oils and Food- 
stuffs Import and Export Corporation, a government 
agency with central offices in Beijing. We will 
need to explore with this agency the potential for 
U.S. fishery exports to the PRC. 



Donald W. Fowler/NOAA 
377-2977/4-18-79 
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,NOAA/Implementing Accords in Atmospheric/ 
Marine, and Fishery Sciences 



ISSUE 

We expect during your trip to conclude two general 
agreements with the People's Republic of China (PRO 
on cooperation in atmospheric, marine and fishery 
science and technology and to announce agreement on 
initial cooperative projects under those agreements. 

TALKING POINTS FOR SIGNING CEREMONY 

1. I am pleased this morning to conclude these 
implementing accords in atmospheric, marine, and 
fishery science and technology. 

2. Science and technology play a central role in our 
lives and can assist solution of the problems we 

as nations face. And, as President Carter recently 
stated to the U.S. Congress, the United States 
places great importance on international scien- 
tific and technological cooperation. It is thus 
logical that one of the first major agreements 
between the United States and China should be the 
agreement on scientific and technological coopera- 
tion signed in Washington on January 31, 1979. 

3. Chinese and American scientists have not worked 
together for many years. The benefits that will 
flow from a new cooperative relationship will be 
many and mutual. 

4. We look forward to a long, close, and productive 
relationship in the areas covered by these 
implementing accords. 

5. The upcoming visit to the United States of Chinese 
leaders in these fields, as well as the specific 
exchanges identified in the accords, marks a 
healthy beginning to that relationship. 
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On January 31, 1979, the United States and the PRC 
concluded an Agreement between the Government of the 
United States of America and the Government of the 
People's Republic of China on Cooperation in Science 
and Technology. This Agreement provides for broad 
cooperation in scientific and technological fields 
of mutual interest and authorized specific imple- 
menting accords covering individual areas of 
cooperation. The Agreement also establishes a US/PRC 
Joint Commission on Scientific and Technological Co- 
operation to plan, coordinate, and monitor cooperative 
projects under the Agreement. 

A NOAA advance team visited the PRC April 10-18 to 
discuss implementing accords in meteorology, oceano- 
graphy, and fishery science with the Central 
Meteorological Bureau, National Bureau of Oceanography, 
and National Bureau of Aquatic Products. The result 
of the advance trip was agreement on two accords, one 
in atmospheric science and technology and the other in 
marine and fishery science and technology. The atmos- 
pheric accord will be signed for the PRC by the Central 
Meteorological Bureau but will cover cooperation with 
the Chinese Academy of Sciences (Academia Sinica) as 
well. The marine and fishery accord will be signed 
by the National Bureau of Oceanography and will cover 
cooperation with the Academia Sinica and the National 
Bureau of Acuatic Products as well. Since the agree- 
ments will probably be signed on the Chinese side by 
bureau-level officials, Administrator Frank will 
likely sign for the U.S. side. In that case, you 
will preside over some sort of ceremony arising out 
of the signing. 

The accords are somewhat general in form, providing 
the broad guidelines for cooperation in these areas 
and establishing a working group for each agreement 
parallel to and under the Joint Commission on S&T^ 
Cooperation. Each accord contains an annex identi- 
fying specific areas of cooperation. All of the 
initial projects identified in the annexes involve 
exchanges of scientists. Most of these exchanges 
are for the purpose of learning about each country's 



UNCLASSIFIED 



UNCLASSIFIED 

caoabilities in particular areas and identifying the 
opportunities for more intensive, cooperative re- 
search. In one case, Chinese scientists will be 
participating in a U.S. severe storm weather experi- 
ment in the United States. In addition, the atmos- 
pheric accord contains a second annex providing for 
establishment in the PRC of a joint upper air sounding 
station. The U.S. and the PRC will share all data 
obtained from the station. If approved by the Chinese 
Government, this station will represent the first 
joint US/PRC facility in China. 

Although we are far more advanced than the Chinese in 
most areas, the Chinese mainland and its offshore 
waters are important geographic areas for which we 
have not had access to meteorological and oceanographic 
data for the past 30 years or so. These agreements 
will open up a large section of the world to our 
scientists. In addition, in some areas, such as 
aauaculture, the Chinese are more advanced than we. 



Donald W. Fowler /NOAA 
377-2977/4-30-79 



CLEARANCES: 

State Department 4-30-79 
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NOAA/Inauguration of Radiosonde Equipment 

ISSUE 

We have agreed with the Chinese to establish a joint 
upper air sounding station in the PRC. As part of 
that project, we hope to provide and install a com- 
plete set of radiosonde equipment for you to inaugu- 
rate during your trip. Failing that, we will provide 
a balloon for you to release when we announce the 
project. 

TALKING POINTS 

1 Meteorology is one of the oldest international 
sciences. It is approriate, therefore, that one 
of the first imD lenient ing accords under the Agree- 
ment on Cooperation in Science and Technology 
should cover atmospheric science and technology. 

2. Establishment of this joint upper air sounding _ 
station is, we believe, an excellent way to begin 
this new cooperative relationship. It is the 
first of what we hope will be many joint efforts. 

3 Through such projects, we will share technologies, 
ideas, and information. Both our countries will 
gain. 

4. With the release of this balloon, we begin what 
we hope will be— what should be— a long and 
mutually productive scientific relationship 
between the United States and China. 

BACKGROUND 

During his visit to the United States in November 
1978, Dr. Zou Jingmeng , a leading member of the 
Central Meteorological Bureau, expressed strong 
interest in obtaining a set of radiosonde equipment 
for installation in the PRC. The equipment Zou re- ' 
quested is no lonaer in use in the United States; 
however, we were able to locate surplus radiosonde 
equipment for loan to the PRC. 
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Briefly, the radiosonde system works in the followmc 
manner. A balloon about 3 meters in diameter is in- 
flated with hydrogen and released to carry a small 
measuring device, the radiosonde, aloft. The radio- 
sonde measures air temperature, humidity and baro- 
metric pressure as it rises and transmits a coded 
signal to the ground station. The ground station 
consists of a GMD-2 receiver/tracker— which tracks 
the balloon-borne transmitter by means of a dish 
antenna, records continuously the azimuth and alti- 
tude of the transmitter, and receives the transmitted 
radio signal—and a TMQ-5 printer— which records the 
pressure, temperature, and humidity codes. From^ 
this information, the path of the balloon as it is 
blown along by the wind can be measured m three 
dimensions, and a profile of the temperature, _ 
humidity and wind can be constructed for the air- 
column above the station. This data is vitally im- 
portant for weather analysis and forecasting and for 
aircraft operations. Although the U.S. no longer 
uses it, this equipment is considerably more sophis- 
ticated than the current Chinese equipment. 

The NOAA advance team which visited the PRC April 10-18, 
1979, carried with it a proposal to provide the PRC 
with this equipment. The advance team reached agree- 
ment with the Central Meteorological Bureau on estab- 
lishment of a joint US /PRC upper air sounding station 
in the PRC. Under the agreement, which will be signed 
as an annex to the implementing accord in atmospheric 
science and technology, NOAA will provide a set of 
radiosonde equipment and will share in all data ob- 
tained from the station. This station will be the 
first joint US/PRC facility in China, if approved by 
the Chinese Government. 

If possible, inauguration of the equipment, with your 
release of the first radiosonde balloon, would pro- 
vide a tangible symbol of the new cooperative, scien- 
tific relationship between the two countries. How- 
ever, given the bulk of the equipment, the number of ^ 
NOAA technical personnel required, and the need for 
Chinese Government clearance of the project, it may 
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not be possible to deliver the equipment in time for 
your trip. We will nonetheless have a balloon reaay 
for ybu to release when we announce the project, 
assuming Chinese clearance of the project. 



Donald W. Fowler/NOAA 
377-2977/4-30-79 

CLEARANCES: 

State Department 5-2-79 
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SCIENCE AND TECHNOLOGY 

ISSUE: U.S. -P.R.C. COOPERATION IN SCIENCE AND TECHNOLOGY 

It is anticipated that two implementing accords under the 
U.S. - P.R.C. Joint Agreement on Cooperation in Science and 
Technology will be completed for signature during the 
Secretary's stay in Beijing. 

They are: 

1. Implementing Accord in Standards, Metrology and Related 
Applied Sciences. (Annex A) 

2. Implementing Accord on Management of Science and 
Technology and Scientifi and Technical Information. 

(Annex B) 

The first accord has an annex to provide for exchanges 
(scientists, reference materials, etc.) between the P.R.C. 
State Bureau of Metrology and NBS. The second accord has 
an annex to provide for document and expert exchanges between 
the Institute for Scientific and Technical Information of 
China (ISTIC) and NTIS. 

U.S. POSITION 

The U.S. is satisfied with the proposed accords. As of 
May 3, only a procedural problem remained, to our knowledge: 
whether the accords will be described as "implementing accords", 
the language anticipated in the Joint Agreement, or as 
"protocols" for which P.R.C. representatives have expressed 
a preference. The issue is expected to be decided by May 4. 

The U.S. would also like to provide assistance to the P.R.C. 
in the development of a patent classification system and in 
the development of an overall patent system. In addition, 
we would like to exchange information regarding current 
practices for the licensing and sale of technology. Further 
discussions on this are being held by the advance party. 

P.R.C. POSITION 

The P.R.C. is satisfied with the proposed accords, according 
to our current information. Although originally proposing 
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to defer all discussion in the patents area until the 
development of a new patent law in the P.R.C. and until 
patent related problems associated with the Trade Agreement 
are resolved, the P.R.C. reversed its stance on this and 
invited the Commissioner of PTO to visit China for dis- ^ 
cussion of patent matters. The advance party is discussing 
the possible sequence of exchange visits. 

TALKING POINTS 

1. U.S. is anxious to move ahead with scientific and 
technical exchanges. 

2 We realize the role of S&T in the economic development 
process and its importance to the advancement of 
industrial modernization. In sum we appreciate the 
importance placed by the P.R.C. in science and technology 
in. the context of development plans. 

3. We are committed to the successful integration of 

technoloay into the industrial and scientific capabilities 
of the pIr.C. and will work with the P.R.C. to assure 
such success. 

BACKGROUND 

Theodore Schell, Special Assistant to the Assistant Secretary 
for Science and Technology led an advance party to the 
P.R.C. which arrived on April 25. The final versions of 
the agreements as we now have them were negotiated by the 
advance party. 



Prepared by: Theodore Schell/Albert Small 
Science and Technology 
377-4595 
Revised: May 3, 1979 
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SUMMARY 
U.S. - PRC AGREEMENT* ON METROLOGY AND STANDARDS 

The agreement, between the Department of Commerce and the P.R.C. 
State Bureau of Metrology, is being undertaken in accordance 
with the general agreement of S 5 T cooperation signed by the 
United States and China in Washington this January. 

Among the fields named in the agreement for U.S. -P.R.C. cooper- 
ation are measurements and standards for temperature, electrical 
characteristics, optical frequencies, length and mass, time and 
frequency, electronic data processing, building technology ana- 
lytical chemistry, metallic and non-metallic materials, and 
applied mathematics. 

Cooperation and collaboration may include the exchange and pro- 
vision of information on scientific and technical developments, 
the organization of jointly-supported seminars, and short-term 
visits and research studies by scientists and engineers to 
facilities in each country, as well as the provision of such 
items as sample reference materials, are also contemplated. 

Each countrv will name a representative within 50 d?ys after 
the agreement enters into force to define the activities to 
be undertaken under the agreement. Specific activities are 
mentioned in an annex to the agreement, but other activities 
may be agreed to as future annexes. Al activities are under 
the guidance of the U.S. -PRC Joint Commission on Scientific 
and Technological Cooperation. 

The annex to the agreement provides for the exchange of visits 
between the Directors of the National Bureau of Standards and 
the PRC State Bureau of Metrology. NBS agrees to accept Chinese 
scientists for research studies over the coming two years Uo 
more than four at the same time) and the State Bureau invites 
NBS scientists in the fields of standard reference materials, 
electronic metrology, cryogenic metrology, computer softva Te, 
analytical chemistry, absolute-quantity physical determinations, 
and the use of applied mathematics in metrology to make lecture 
tours in China of two to four weeks duration. 

* The agreement will be called either an "implementing accord" 
or a "protocol". 
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SUMMARY 

U.S.-FRC AGREEMENT* ON MANAGEMENT OF SCIENCE AND TECHNOLOGY 

AND S & T INFORMATION 



The agreement, between the Department of Commerce and the 
P.R.C. State Scientific and Technical Commission, is being 
undertaken in accordance with the general agreement on S & T 
cooperation signed by the United States and China in 
Washington this January. 

Under the heading of the management of science and technology, 
the agreement provides for the exchange of publications and 
literature; exchange lectures by specialists and scholars 
in the field; exchange training opportunities; and the joint 
organization of conferences, courses and symposia. 

Under the heading of scientific and technical information, 
the agreement calls for the provision of such information; 
facilitation of the use of available information systems and 
data bases; and the exchange of personnel for training pur- 
poses. ,* 

Each country will name a representative within 30 days after 
the agreement enters into force, to determine the particular 
directions of cooperation and to ensure the effectiveness of 
the exchanges. Specific activities are mentioned in an annex 
to the agreement, but other activities may be agreed to as 
future annexes. All activities are under the guidance ox 
the PRC-US Joint Commission on Scientific and Technological 
Cooperation. 



The annex to the agreement provides for the exchange of expert 
delegations in the area of science and technology management, 
the U.S. delegation to be headed by Assistant Secretary of 
Commerce for Science and Technology Dr. Jordan Baruch. Also 
provided are lectures by 2 to 3 U. S. experts in the field, 
and symposia, to be held in China in 1980, by about 10 experts 
from each country. Two Chinese working groups, and five 
Chinese lecturers in the field will visit the United S, ites 
during that year. 

Relationships are to be established between the U.S. National 
Technical Information Service (OTIS) and «je ^iS^S 2%*p 
Scientific and Technical Information of China (ISTIC) for the 
provision of indexes of technical documents, and the documents 
themselves, when ordered, are to be supplied at favorable prices. 
Four Chinese technicians will come to the United States for 
training in 1980. 

* The agreement will be called either an "implementing accord" 
or a "protocol" 
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Issue - U.S. Preparation for 1979 World Administrative 
Radio Conference 



U.S. Position/Objective 

The United States has now determined what changes 
are required to the International Radio 
Regulations and is attempting to gain support for 
these changes from as many other administrations 
as possible. 

China Position/Objective 

China has a similar need to discuss their desired 
changes to the Radio Regulations and further has 
a desire to better understand U.S. positions. 

Talking Points 

In the interest of exchanging views and explainin< 
positons, a bi-lateral discussion between U-S. 
and China Radio Spectrum planners is schedule to 
take place in Peking during the 1 May - 8 May time 
frame. The members of the U.S. Team visiting Chii 
are as follows: 

Glen 0. Robinson - Head of U.S. Delegation 

S. E. Probst - NTIA 

Francis Urbany - NTIA 

Kalman Schaefer - FCC 

Richard Shrum - State 

William Torak - FCC 



Background 



This bi-lateral discussion has been in the plannir 
stage for several months. Some very limited pre- 
liminary discussions were initiated by China durir 
the ITU Special Preparatory Meeting in Geneva last 
fall and again during the ITU Regional Seminar in 
Sydney, Australia in early April of this year. 




UNITED STATES DEPARTMENT OF COMM 
National Telecommunications and - 
Information Administration 

Washington. O.C. 2023Q 

April 10, 1979 

Memorandum 

To: John Richardson 

From: Bill Fishman '. • '"' 

Re: Pacific Telecommunications Conference 

In connection with the Secretary's upcoming trip to 
the PRC, you have asked me for a brief text on the 
subject of the Pacific Telecommunications Conference 
suitable for insertion into her briefing book. 

In 1976, OTP conceived the idea of U.S. Government 
sponsorship of a Pacific Telecommunications Conference, 
to which the major and secondary powers of the Pacific 
region would be invited- The agenda was to include: 
(1) telecommunications for social and economic develop- 
ment; (2) Pacific cable and satellite planning; (3) regional 
discussions in preparation for WARC-77 and WARC-79; and 
(4) new telecommunications technology. 

The Conference proposal was prompted by the following 
considerations: 

- Recognition that U.S. /Pacific relations were 
developing at a very fast rate, with Japan being 
one of our most important trading partners; 

- A perception in the U.S., Japan, and elsewhere 

that the traditional international telecommunications 
bodies, such as the ITU, were oriented toward Europeai 
problems and gave inadequate attention to the Pacific, 

- A common recognition in Japanese and U.S. 

policy that telecommunications was going to be one 
of the cornerstones of future prosperity and inter- 
national relations; 

- Desire of U.S. military to focus U.S. attention on 
telecommunications issues in the Pacific; 

- U.S. recognition that its technology and industry 
could make a major contribution to social and economic 
growth in the Pacific while at the same time boosting 
overseas sales of U.S. equipment and services. 



OTP prepared a Unite Paper discussing the need for and 
likely benefits of such a Conference and circulated it 
domestically, and with State Department cooperation, inter- 
nationally. Considerable enthusiasm was generated. In the 
U.S., support was strong in the House and Senate, among 
Cabinet officers, and in the academic and business communities 
Internationally, considerable interest was expressed by the 
Japanese, Australians, and Chinese (ROC) . 

Detailed substantive and logistical planning for the Conferenc 
to take place in Hawaii were well along and elaborate agendas 
had been prepared and circulated domestically and to foreign 
governments by October 1977. .However, at that point, while 
readily acknowledging that the basic conception and detailed 
execution of the Conference were sound, the State Department 
concluded that the difficulty of deciding which China 
to invite posed insuperable obstacles to the Conference. 
It preferred also to defer the decision .and public announce- 
ment to the then incoming Carter Administration. 

With the change in Administration, the drive for the Conferenc 
was lost in the shuffle; since then a number of less formal 
Pacific Telecommunications Conferences have been sponsored, 
including one by the University of Hawaii. The Japanese 
government is currently considering such a proposal. 

The desirability of convening such a Conference is at least 
as great today as it was a few years ago. The China situation 
is radically changed, but from a trade viewpoint the 
prospects might be considered even better than previously. 
Since the PRC is a member of Intelsat and the ITU, it is 
fully engaged in international telecommunications dis- 
cussions, and might welcome a U.S. initiative for an 
international telecommunications conference with a Pacific 
orientation. 



cc: H. Geller 
P. Bortz 
V. Ahern 



VI l_ i tJU. 



GOVERNMENT SERVICE SATELLITE COMMUNICATIONS 

WITH CHINA 



In recent years the U.S. Government has expended considerable 
funds exploring the use of modern telecommunications technology 
to provide government services such as education, medical 
services and agricultural advice. Particular emphasis has 
been placed on providing these services to isolated and rural 
areas. By their very nature these areas have a great number 
of geographically dispersed sites, each requiring relatively 
low volumes of intermittent information exchanges. 

Using combinations of modern telecommunications technology 
such as high powered communications satellites and small 
ground terminals, U.S. experiments have proved the technical 
feasibilitv of such concepts. For example, the states of 
Washington" Alaska, Montana and Idaho have extended the 
educational facilities. of a central medical resource over 
the four- state area. In a similar manner, the Appalachian 
Educational Satellite Project has provided educational services 
over the Appalachian region. ^ The Appalachian project will 
extend such services nationwide. 

Using existing telephone lines, slow scan television equipment 
and medical protocols, improved medical services are now being 
provided on Block Island, Rhode Island and remote areas of 
Oregon, New Mexico and Maine where full-time physicians can 
not be supported. 

NTIA is now exploring the operational and organizational 
problems of Droviding an aggregation of these and similar 
public services to such "thin route" users. It is the 
experience and knowledge of this program that might best 
apply to China. China might benefit from the following 
segments of the NTIA program. 

o The results and .methodology of a network archi- 
tecture study detailing the technical and economic 
alternatives of providing communications to widely 
dispersed areas. 

o A discussion of new satellite and ground communi- ■ 
cations technologies and supporting terminal 
equipment used in various combinations to obtain 
the advantages of modern communications economies 
while meeting the requirements of a variety of 
different public services. 
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o A discussion of the problems associated vith 

providing, on a continuous basis, the programming 
material to go over the network. 

o A discussion of alternative management structures 
that might be used to aggregate public ^ services 
in order to ensure the economic viability of the 
system. 

NTIA might benefit from a clearer understanding of the 
goals and objectives of programs in China aimed at providing 
various public .services to broad geographical areas. This in 
turn might identify a number of additional areas of mutual 
concern. 

ATTACHMENT 
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UNITED STATES DEPARTMENT OF COM 
The Assistant Secretary for Tourism 

Washington. Q.C. 20230 



April 18, 1979 



MEMORANDUM FOR: 



FROM: 



SUBJECT: 



Frank Weil 

Assistant Secretary for 
Industry and Tijade 




Jeanne Westphal 
Acting Assistant^ 
Tourism 

Briefing Materials' f or /fhe Secretary's 
Trip to China 



TOURISM 

Background 

The new U. S. relationship with China signals a 
revolutionary change in the relations between two great 
nations. It will bring profound changes also in the 
commercial and cultural lives of both countries, as 
travel and trade develop between them. 

In our judgment, tourism activities will not only be 
a part of the new relationship, but will be prerequisite 
to it. As defined by international standards, tourism 
includes not just vacationing, but study, sport and the 
like. Therefore, Chinese visitors to the U. S. for plant 
tours, symposia, scientific and 'cultural exchanges, etc. 
would constitute tourism. 

These people-to-people relations, essential to 
carrying out our new international relationship with China, 
must be encouraged and facilitated. 

The interest of China in tourism is both cultural and 
economic. 

The new relationship implies a profound cultural' 
reorientation for the Chinese. Tourism is a means of 
achieving an exposure to new people, cultures and customs 
in a controlled environment. 
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The economic interest is obvious. To carry out 
modernization, China must . generate hard currency to pay 
for needed transfer of science and technology. Aside 
from borrowing and overseas remittances, this must be 
achieved through exports such as oil, textiles, light 
manufactures and tourism. * 

The U. S. has an interest in activities which can 
rapidly and visibly implement and advance the new 
relationship. For example, travel between the two countrit 
must be facilitated so that exchanges and discussions 
among businesses and people can take place. 

Objectives 

The U. S. can contribute greatly to China's 
development of tourism. The role of intergovernmental 
relations is an obvious Federal activity which can be 
applied in tourism. Equally important is the Federal role 
in coordinating relations between China, the U.S. 
sectors and institutions of higher learning, and in 
assisting coordination between China and the world 
community of intergovernmental organizations, such as 
the World Tourism Organization* 

We propose the four following initial policy 
initiatives: 

— assist China in achieving world standards in 
tourism statistics, 

— technical assistance to China in developing 
modern tourism research, 

— development of tourism training programs , and 

— bring China into the existing structure of 
intergovernmental tourism organizations. 

As a new member of the world tourism community, 
China will need to become affiliated with existing insti- 
tutions and organizations. The U. S. should hold 
consultations with China to bring them into this realm 
and provide assistance to China in joining the World 
Tourism Organization. 
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Status 

Training — 

The University of Hawaii has just recently forwarded 
a proposal to China for the exchange of perhaps a 
half-dozen scholars in the field of tourism between 
Hawaii and China. We will be obtaining further details 
very shortly. 

Other universities have indicated interest to develop 
tourism training courses in cooperation with USTS. 

Facilitation — 

No visa restrictions on our side, same treatment as 
for other nations such as Russia. However, visas for 
Chinese visitors to the U.S. are available only in 
Peking (Beijing) . 

No information is available -on restrictions for 
Chinese taking currency out of their country. 

Hotel Construction — 

Several major hotel corporations, Intercontinental, 
Hyatt, Sheraton, Holiday Inns and others, have' begun 
initial negotiations regarding hotel construction in 
China. Although Intercontinental seems to be in the 
lead, no hotel deal has progressed any further than the 
letter of intent stage. 

It appears that the Chinese officials are having 
second thoughts on their hotel expansion plans because of 
inadequate cash, among other reasons. For the moment, 
it seems more likely that they will renovate existing 
hotels rather than entering into any major new 
construction projects. 



Contact with Government Tourist Office of China — 

In March 1978, the National Committee on U, S. - 
China Relations requested that the United States Travel 
Service host a luncheon for China's International 
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Travel Service delegation (USTS' counterpart in 
China). The luncheon was held in the Secretary's 
Dining Room on April 6, 19 78. 

At the luncheon, Assistant Secretary Chavez discussed 
the United States role in promoting tourism to and 
within the United States. 



Tourism Information About the United States — 

The International Communications Agency (ICA) 
China Affairs Officer, Robert Leeper, has advised 
USTS that ICA has extremely limited tourism information 
(i.e. IVIS' "Student Handbook") available for 
professional visitors (i.e., businessmen, students, 
scientific personnel), to the U.S.A. It would be 
extremely important to have basic information available 
such as USTS produces for other overseas markets . 



ISSUE PAPER 
Areas for Statistical Cooperation 



Issue 



The delegation should explore the possibilities for future exchanges 
between the U.S. and China in economic and demographic statistics, ine 
Bureau of the Census and the Bureau of Economic Analysis could provide 
a considerable amount of technical information, training, and advice 
relating to statistical organization, methods, and analysis that may be 
adaptable to Chinese needs. Specific options that can be proposed to the 
Chinese include: 

(1) Sending Chinese statisticians and students to the United States 
participate 1n the training programs for foreign nationals 
provided by the International Statistical Programs Center of 
the Bureau of the Census, or other training opportunities that 
can be arranged through the Bureau. Possible subjects include: 
sampling and survey methods, agricultural censuses and surveys, 
economic surveys, population censuses, demographic analysis, 
computer aoplications to data compilation and analysis, the 
construction of input-output tables, national income accounting, 
vital registration, and health and nutrition surveys. Other 
programs could be developed to meet Chinese specifications. 

(2) Census Bureau overseas technical advisers can be sent to China 
to advise on census and survey work, statistical organ zation 
and administration, reporting systems, statistical publicat on 
data orocessing.and other aspects of statistical work. They can 
ferve^s consultants to Chinese government agencies or as advisers 
during particular statistical undertakings, as they have often 
done in other countries. 

(3) The Census Bureau can. host Chinese statistical officials and 
splcialists visiting the United States to tour statistical data 
latter ng agencies of the U.S. Government and to receive general 
briefing! on the organization and management of stat 1st ca pro- 
arams the kinds of data and services provided, the analysis or 
statistical data, and applications of statistical data in national 
policy-making. 

U) The Census Bureau can arrange for a Chinese delegation to observe 
the 1980 U.S. census of population and housing. 

IS) The Census Bureau and the Bureau of Economic Analysis can enter 
1 } I to arrangements for the regular exchange of .government pu 1 c a- 

tions relating to statistical analyses, techniques, and policies 

and for exchanges of official data. 



They are deeply concerned that population growth may still be outstripping 
the rate of increase in agricultural productivity. It was recently revealed 
that per capita food grain in China was less in 1977 than in 1957. Therefore, 
the central authorities should be seeking better ways of determining popula- 
tion size and rates of growth and of verifying reported data on agricultural 
production. They also need ways of detecting falsification in statistics, a 
perennial problem in China discussed extensively in the national media in the 
past two years. On the other hand, the Chinese may be wary of contacts with 
the West that would reveal the inadequacy of their statistical work or the 
seriousness of their national economic problems. 



BACKGROUND PAPER 
The Chinese Statistical System 

^ 

After the founding of the PRC in 1949, the Chinese authorities evinced a 
great interest in the collection of statistical data of all kinds. But 
from the central to the local level they were virtually without training 
or experience in statistical work and the management of statistical systems. 
The new regime embarked immediately on major administrative programs, such 
as land reform, tax reform, famine relief, the expansion of the cities, and 
the rehabilitation of an economy ravaged by war and civil unrest, all of 
which required statistical data that were nonexistent. Initial efforts to 
collect the data became bogged down in confusion. There was no national 
agency capable of coordinating central statistical work or providing 
guidance to local statistical undertakings. 

In October 1952, on the eve of China's First Five-Year Plan (1953-57), the 
State Statistical Bureau was formally established. The SSB was to gather 
the data needed for national economic planning. Under its first director, 
Hstleh Mu-ch'iao, the SSB tried for the next five years to get control of 
statistical operations throughout the central government, to build a national 
statistical system, to develop a staff of trained professionals, to eliminate 
duplication of statistical forms and reports, and to improve the accuracy and 
timeliness of data. Annual national statistical conferences were initiated 
■at which statistical problems and needs were discussed. However, the problems 
persisted. At the sixth national conference in 1957 the difficulties discusse 
were similar to those mentioned at the first conference in 1952. The SSB was 
making progress, but the progress was slow. 

Then in 1953 Mao launched his Big Leap Forward, a program to use political 
enthusiasm as a means of accelerating national development. In February 1953, 
Hslleh told statisticians at a conference in Beijing that statistics, like 
other departments, must participate in the Leap Forward. Later in the year 
the entire statistical system was required to undergo a "reform of statistics 
already tested in Hopeh Province, which called for less emphasis on statisticc 
competence, more emphasis on political goals, the substitution of enthusiasm 
for objectivity in statistical work, doing statistical compilation in mass 
meetings, submitting data to review and correction by Party cadres, and pro- 
viding the figures the Party wanted. The purpose of statistics under sociaiu 
it was affirmed, is to show the correctnessof Party policy. The estrangement 
of statisticians from the Party was to be ended. 

The result of the Party's direct involvement in statistical work was that 
statistics were plunged into still deeper confusion, multiple bookkeeping 
and falsification became commonplace, and incredible claims were made for 
production, especially in aariculture. It was asserted that food grain pro- 
duction had more than doubled in 195B. In the spring of 1959 there were 



complaints by statisticians and others that the data were false and the Leap 
Forward a disaster. The critics were denounced as "rightists" and there was 
some talk of abolishing the SSB. In April the fantastic Leap production 
statistics were officially announced, and targets for 1959 were set on the 
basis of 1958 claims. By August, the figures were scaled down, but the Leap 
was said to have been successful and the "rightists" in Party and government 
circles were sacked. 

The incipient statistical system so carefully nurtured by Hstieh was virtually 
destroyed. Annual statistical conferences came to an end. Some reporting 
systems ceased to function. The SSB's annual statistical communiques were no 
longer issued. Statistical journals were suspended. Data of all kinds becanu 
a rarity in the Chinese media. 

The statistical blackout that descended at that time has not yet been lifted. 
More figures on population and the economy have been cited in news Items 
during the 1970's than in the 1960's, but the figures are often rounded and 
updated or they are ratios and percentages v/ithout absolute base figures. 
The citations are scattered and fragmentary. The issuing agencies are not 
identified and there is seldom any information as to how the data were com- 
piled. It is not clear how much data are available to the central authoritie 
but it is obvious that they are withholding much of what they have. 

However, there have been some recent indications from China that a statistic? 
renaissance is about to take place, apparently under the auspices of Teng 
Hsiao-p'ing's policy of "learning truth from facts." The SSB 1s again active 
in statistical work and its activities are once again mentioned in the press. 
There has been a national statistical conference of sorts and several confer- 
ences at the provincial level, two national statistical surveys have been 
taken in the past two years, one statistical journal has been revived, a majo 
press campaign is being waged against falsification of data, and articles in 
Chinese media have discussed the possibility of borrowing statistical techniq 
from the West. 

These signs are still tentative. The role of the Party in statistical work 
has not been fully resolved. The present leaders may be no more inclined tha 
their predecessors to publish data showing difficulties encountered in the 
modernization program. In a year or two, Teng may have a different attitude 
toward learning the "truth" if the* facts prove unfriendly to his policies. I 
is therefore uncertain how far contacts with foreign statisticians and exchar 
of demoaraphic and economic data with foreign countries may be allowed to pre 
ceed. We must bear in mind that demographic and economic statistics have bee 
and may continue to be highly sensitive matters to the leaders of the PRC. 



Basic Demographic and Economic Statistics for the U.S. 

Chinese curiosity about aspects of the U.S. economy and 
population may be greater than individual officials can afford to 
show, particularly in official meetings in fairly formal settings. 
However, casual ^conversations may elicit much more interest in 
these topics. For reference, here are some key facts on aspects of 
U.S. economy and demography often of interest to people in other 
countries. 

Population Characteristics (1977): 
Population in 1979: 220 million 
87% White, 12% Black, 5% Spanish origin 
51.5% female 

10.4% age 65 and over; 30.2% under ' 18 years old 
30% in central cities, 42% suburban; 28% in small cities and 

rural areas (3.8% of families live on farms) 
23% live in Northeast, 27% in Northcentral, 18% in West, 32% in South 





Birth rate 


1960 


23.7 


19 70 


18.4 


1977 


15.3 


1978 


15.3 



Fertility rate 

118.0 

87.9 

67.8 

65.4 



Mortality rate 
9.5 
9.5 
8.8 
8.8 



{All rates per 1,000; fertility rate per 1,000 women age 15-44, which 
has declined more than birthrate due to increase in proportion of 
women in child-bearing years) 
Life expectancy at birth in 1977: 69 years (male), 77 years (female) 

Living arrangements 

Of persons 14 years and older: 27% single, 58% married, 5% divorced, 

2% separated, 7% widowed 
Families constitute 76% of households (13% of these with female 

householder) , primary individuals 24% of households 
Average number of children for families with children: 2.0 



Distribution of families by size: 

2 persons 38% 

3 " .22% 

4 - 21% 

5 or more 19% 



73% of families own their 

homes ; 
95% of households have 

telephones; 
97% have televisions 



Income, employment, education 
Median family incomes in 1977: 
$16,009 all families 
$16,740 White 

$ 9,563 Black (57% of White Median) 
$11,421 Hispanic 

Avg. earners per family: 1.7 
Employment/population ratio : 59.4 



Occupational distribution of the 
14-over employed: 

White collar 51% 

(prof .-tech. ) 15 

(man. -admin. ) 11 

(sales-cler.) 25 

Blue collar 32% 

(craft) 12 

(operatives) 15 

(laborers) 5 

Farm workers 2.7% 
Service workers 14% 



Education of those 25 and older: 

1-8 years 20% 
9-11 years 15% 
High School 36% 
1 or more years 18% 
college 



Percent of persons with incomes 
below poverty line ($6,190 for 
four person family in 1977) . 

All persons 11.6% 

Whites 8.9% 

Blacks 31.3% 

Spanish origin 22.4% 

Members of families headed 
by women 31.7% 



Economic figures (1978) : 

Total output: $2,108 billion 

Total goods exports $141.8 billion (6.7% of GNP) 

21% of exports were agricultural products 
Total goods imports $176.0 billion (8. 3% of GNP) 

24% of imports were petroleum and products 



Main trading partners: 








Exports — Canada 


22% 


Imports — Canada 


19% 


Jaoan 


9% 


Japan 


14% 


U.K. 


5% 


U.K. 


4% 


Other Europe 


22% 


Other Europe 


17% 


Latin America 


16% 


Latin America 


13% 


OPEC 


10% 


OPEC 


19% 



Sectoral distribution 
Agriculture 3% 
Mining 1.5% 
Construction 4% 
Manufacturing 24% 



of GNP (1977) 



Wholesale and retail trade 17% 

Finance, insur., real estate 15% 

Services 12% 

Government 12% 



Transportation, Communication, utilities 9% 

Personal consumption expenditures (64% of GNP): 
Food . 22% Medical care 

Clothing 8% Transportation 

Housing and operation 30% Other 



10% 
14% 
16% 



Inflation: 
in CPI 
in GNP deflator 



1970-75 
6.9% 
6.6 



1976 

4.8% 
5.2 



1977 
6.8% 
5.9 



1978 
9.2% 
8.3 
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(In alphabetical order of last names) 
CHEN Jie, Vice Minister of Foreign Trade 

CHEN Yun f Vice Chairman, Chinese Communist Party Central Comnittee 

CUI Qun, Vice Minister of Foreign Trade 

DENG Xiaoping, Vice Premier 

FANG Yi, Vice Premier 

GU Mu, Vice Premier 

HUA Kuo-feng Cor Guofeng) , Premier 

JIA Shi, Vice Minister of Foreign Trade 

KANG Shi 1 en, Vice Premier 

LI Baohua, President, People's Bank of China 

LI Qiang, Minister of Foreign Trade 

LI Xiannian, Vice Premier 

LIU Xiwen, Vice Minister of Foreign Trade 

PENG Chong, First Secretary, Shanghai Municipal 
Chinese Communist Party Committee 

QIAO Peixin, Chairman, Bank of China 

SUN Suochang, Director, Third Bureau, Ministry of Foreign Trade 

WANG Runsheng, Vice Minister of Foreign Trade 

YU Qiuli, Vice Premier 

ZHAO Changchun, Vice Minister of Foreign Trade 

ZHANG Jingfu, Minister of Finance 

ZHENG Tuobin, Vice Minister of Foreign Trade 

ZHENG Yishan, Vice Minister of Foreign Trade 

ZHOU Huamin, Vice Minister of Foreign Trade -^ 



